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CONTINUING TO SERVE BUSINESS AND INDUSTRY 


Irving seminars 
open the doors 
of Wall Street 


to Utilities 


At One Wall Street, Irving specialists 
are ready with new and sound 
approaches—with seminars, for 
example, designed to provide the 
financial insight demanded by 
today’s rapidly growing Utilities. In 
addition to meetings with Irving 
specialists, these seminars offer 
contact with experts from the many 
areas of the Wall Street community. 
It is these experts who actually 
make the Irving seminars possible. 


Here’s a brief list of some of the 
doors Irving opens for Public 
Utility executives during a Seminar 


Week: 


Inside view of rating agencies—explana- 
tion of the functions of the investment 


banker—operations of the stock exchange—the 
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broker and dealer and the over-the-counter market—concept 


of regulation—cost-of-capital—and others. 


So goes a typical week that utility executives from over 100 








companies across the country have found invaluable in familiarizing 
themselves with the ins and outs of the world’s financial community, 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $150,000,000 


GeorceE A. Murpny, Chairman of the Board 


Total Assets over $1,750,000,000 
WILLIAM E. PETERSEN, Presider: 


Public Utilities Department—JOHN F. CHILDs, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE GORPORATION 
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Pustic Urinimies ForrniGHtLy . . stands 
for federal and state regulation of both 
privately owned and operated utilities and 
publicly owned and operated utilities, on a 
fair and nondiscriminatory basis; for non- 
discrimin ne administration of laws; for 
equitable and nondiscriminatory taxation; 
and, in gencral—for the perpetuation of the 
free enterprise system. It is an open forum 
for the iree expression of opinion concern- 
ing public utility regulation and allied 
topics. It is supported by subscription and 
advertisins revenue; it is not the mouthpiece 
of any group or faction; it is not under the 
editorial supervision of, nor does it bear the 


endorsement of, any organization or associa- 
tion, T! litors do not assume responsi- 
bility the opinions expressed by its 
contributsrs 
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OPERATING DATA: | KEY TO DRAWING 
Primary Steam Flow 475,000 Ib/hr | Ad L.T. Superheater Section 


B) H.T. Superheater Section 
Design Pressure 2,050 psi 

C] H.T. Reheater Section 
Operating Pressure 1,850 psi 
| 'D) L.T. Reheater Section 


Superheat/ Reheat 1,005F/1,005F : 
rE) Tilting Tangential Burners 
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NEW UTILITY STATIONS 
C-E EQUIPPED 

Includes only new stations 

on new sites 

placed in operation since 
JANUARY 1, 1950 


New Cool Water Steam Plant 
goes Into service 


On June 15th, the first of two steam generating units for 
California Electric Power Company’s new Cool Water sta- 
tion went into commercial service. 

The 62,000 kw capacity of Cool Water Unit No. 1 brings 
the California Electric system’s capability to 484,500 kw. 
Cool Water is served by a C-E steam generator of the radi- 
ant, reheat design equipped with tilting tangential burners. 
It is ai: outdoor-type unit, fired by natural gas and oil with 
provis on for future pulverized coal firing. Cross-sectional 
elevat on and brief description appear on the opposite page. 

Co:.! Water is located 12 miles east of Barstow, California, 
on ar -nch from which it derives its name. Commercial oper- 
ation { the unit marks the 68th C-E-equipped new utility 
static to go into service since 1950. Consulting engineers: 
The I sor Corporation, Ltd., Los Angeles. 


1M ;USTION ENGINEERING 


General Offices: Windsor, Conn. 
New York Offices: 200 Madison Avenue, New York 16, N. Y. 
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with the Codltors 


i, a late start this has been a 
hot summer in more ways than one. 
With the Berlin crisis simmering and 
smoking like the proverbial two-dollar 
pistol, and such side shows as Laos and 
Cuba completing at least a three-ring spec- 
tacle, a lot of soul searching has been 
going on about our propaganda medicine. 
Are we dishing out the best stuff avail- 
able? Are we really “communicating,” as 
the public relation experts say? If so, why 
do the students and peasants and natives 
in Latin America and the Near East, not 
to mention Africa and points farther 
east, throw rocks at our embassies. 


Since Mr. Khrushchev has made such 
a point of the advantages of Socialism, 
perhaps we are making a mistake in not 
talking more about the advantages of 
Capitalism. Yes, Capitalism, with a cap- 
ital ““C’’—the people’s Capitalism—mean- 
ing private enterprise for profit. In sum- 
ming up the advantages of our American 
way of life for purposes of broadcasting 
behind the Iron Curtain and elsewhere, 
why don’t we talk more about private 
enterprise as an ideal, as a form of cul- 
tural satisfaction instead of talking about 
it simply in terms of worldly possessions ? 


Our Voice of America publicity boasts 


MARVIN CHANDLER 


about so many millions of telephones,  e- 
vision sets, modern housing, etc. It ': a 
small wonder that some of these h.1f- 
starved, enslaved, and exploited nat. es, 
whom we are trying to reach with 
Voice of America and other propag: 
efforts, should be actually resentfu! 
what may seem to them like vulgar bo:s 
ing of our material riches—riches w!.¢ 
they can never hope to obtain in t' 
lifetime. 


Wwres are we going to tell them al 
why we follow our system ins\.; 
of what it produces for us? Automobi! 
television sets, etc., are simply economic 
dividends of our way of life, which may 
or may not be conducive to our individual 
pursuit of happiness. But the American 
way of life, as a whole, is greater than 
the sum of all its parts. Its true meaning 
cannot be added up like a column of fig- 
ures. 


THAT was the very fundamental mis- 
take that Karl Marx made in emphasizing 
economic security above everything else, 
including the liberty of the individual. 
Such emphasis on secular security alone 
can only lead to the mastery of the state 
and the enslavement of the worker. What 
we may be failing to tell about our Amer- 
ican system is the best part of all, that it 
provides a breeding place, an opportunity, 
whereby the individual citizen can develo 
his own idea, his own philosophy, his own 
pursuit of happiness. 


THAT is real liberalism at its best, 2: 
it is only under a system of private en’ 
prise that it can ever happen at all, any 
where in the world today. We are \ 
proud of our “know-how.” But is it | 
sible that we have neglected our “kni 
why”? Take the telephone utility busi: 
as an example. There are almost 75 1! 
lion telephones in the United States «7 
by 1975 there will be over 100 mil! 
telephones. That is a lot of telephot 
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BTONE & WEBSTER 
BERVICE CORPORATION 
SAN HELP YOU FIND 
atte BGHT 
ANSWERS 

yO THESE 

PEAK SHAVING 
O16) Div MEO 


Stone & Webster Service Corporation has aided many Gas Utility clients in 
resolving the eight vital questions asked below. 


What should be done when the capacity of present peaking facilities is 
reached ? 


What are the comparative capital and operating costs of the various 
peak shaving methods available to management? 


What is the most favorable location for new peaking facilities to coincide 
with future system growth? 


‘What volumes of peaking gas can a utility economically purchase from 
transmission companies? 


Should a utility request additional quantities of firm pipeline gas to meet 
future load requirements and if so, how much? 


Should existing high operating cost peaking facilities be abandoned in 
favor of new facilities ? 


Can the expenditure of capital for the installation of new peak shaving 








facilities be delayed and if so, what penalties or risks are involved? 


Where transmission company capacity has lagged load growth require- 
: ments, can a block of customers be added through the temporary use of ex- 
panded peak shaving facilities and if so, what are the economics involved? 


Stone & Webster Service Corporation has been faced with these and many other special 
problems related to peak shaving during its many years of rendering advice to gas utility 
clients. We have prepared pioneering studies in such fields as the refrigerated storage of 
propane and the liquefaction of natural gas for peak shaving use. We invite your inquiry 
concerning your special problem. 


S T 0 hh E & W E 3 S T E R Service Corporation 


90 Broad Street, New York 4, New York 





PAGES WITH THE EDITORS (Continued) 


But what are they going to be used for? 
What will 200 million people have to say 
over 100 million telephones? . 


THE same question goes for the manu- 
facturing of more and more automobiles, 
the building of more and more highways. 
What for? To what purpose? It is a seri- 
ous responsibility which the businessman 
must share with the educators and legis- 
lators. We hear talk of more mass pro- 
duction, automation, a shorter work- 
week, etc. What are we going to do with 
the benefits of leisure hours and modern 
mass conveniences ? 


lie ESE are serious social and cultural, 
as well as economic, questions which 
go into the “know-why,” as distinguished 
from the “know-how” of which we Amer- 
icans are so proud. 


OF course, one man’s “why” is not 
the same as another man’s “why.” One 
may be moved by a personal philosophy, 
another by a religious ideal. But the real 
point is that all of us are able to share 
and develop our individual ideas, side by 
side with our neighbors, only because we 
have a way of life, a system of govern- 
ment, an enterprise economy which makes 
us free to do so, encourages us to do so, 
and furnishes to each of us, if we are 
willing to work for it, the wherewithal 
to do so. No other system on earth can 
make that claim. We should recognize it, 
be proud of it, and export it as the real 
goal of our American way of life. 


SURELY we are not going to turn out 
blindly more and more facilities in mass 
production just for the sake of adding 
up the numbers and bragging about how 
smart we are! To do so would be to miss 
this ideal behind this will to serve. We 
would be losing the best part of the har- 
vest which our American way of life is 
capable of growing. 


Lorp Thomas Macaulay once said— 
somewhat cynically—that as we become 
more sophisticated we become poorer 
poets and better thieves. That is going a 
little far but it does seem, at times, that 
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where ideals are concerned, some nx Jern 
world cultures are trying to travel aijead 
on a moral momentum generated b: the 
ideal of our ancestors—ideals which 
modern societies may reject as old-)\; 
ioned. But they are ideals which hay 
been replaced by anything better or 
workable. 


THE American businessman knov - all 
this in his heart, of course. He k: ws 
why he obeys the laws—not througl) ‘ear 
of consequences if he violates then: He 
obeys them because he knows that :om- 
pliance is the only way an orderly society 
can proceed and expand. More than that 
he knows that an orderly society and com- 
pliance with the same provide the imost 
conducive climate for business growth 
and resulting profits. 


_ on the subject of profits, there 
is another paradox which is thought- 
fully covered in the opening article in this 
issue. We assume that a good business per- 
formance is necessary to produce good 
profits. But how much time and attention 
have ever been given to the equally true 
converse of this proposition; namely, that 
good profits are not only conducive but 
necessary for good service performance? 


THAT is the proposition to which Mar- 
VIN CHANDLER, president of Northern II- 
linois Gas Company, addresses himself. 
Mr. CHANDLER is a graduate of Dart- 
mouth College (AB, ’32) and Har- 
vard School of Business Administration 
(MBA, ’34, cum laude). He started his 
career as a utility security analyst with 
the investment firm of Smith, Barney & 
Company and later with the Merrill Lynch, 
Pierce organization. He headed his «wn 
New York security consulting firm of |: is 
& Chandler before becoming presideni of 
Northern Illinois. 


THE next number of this magazine 
be out September 14th. 


Aer Colétue- 
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serves avery special 


part of America 


5 ue fourth of al] United 
a ates Undergroung 
orage Capacity is 

. Maintained by th 
Columbia Gas peice, 


rough: it its service territory—in Ohio, THE COLUMB 
SYSTEM, INC. 


nnsyly ula, W est Virginia, Kentucky, COLUMBIA GAS SYSTEM SERVICE CORPORATION 
— COLUMBIA HYDROCARBON CORPORATION 
rginia, Maryland and southern New 120 EAST 41st STREET, NEW YORK 17, ».¥, 


k , CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 

tK—n. tural gas continues to be the AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 

OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 

rer £, . PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
rec ‘uel for home and industry. PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 





Coming in the Vr Ubu... 
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NEW ROLE FOR DEBENTURES IN UTILITY FINANCING 


Harold H. Young, well-known security analyst and now | lim- 
ited partner of Eastman Dillon, Union Securities & ( has 
often been asked the question: “Why don’t utility cor nies 
make more use of debentures instead of preferred stock  Re- 
cently the Securities and Exchange Commission did sor: thing 
about this in the form of a decision in the so-called Pene!. - case 
authorizing the issuance of 25-year debentures by Penns. ’vania 
Electric Company. This writer feels that there is mucl: ‘o be 
said for debenture financing and that the state regulator, com- 
missions are going to be influenced by the SEC precede: 


SOME CURRENT ECONOMIC PROBLEMS OF 
REGULATED BUSINESSES Res 
\ 





There are few people on the American scene today better quali- 

fied to discuss the community of interest, if any, between regu- 

lated utility enterprises than Nelson Lee Smith, until recently 

the vice president of American Airlines and still a consultant 

for that company. What does a regulated air-line conipany, ECORI 
for example, have in common with a telephone company or a Publi 
gas and electric utility company? This writer calls the roll of 

regulatory and financial problems which bedevil all members ) SIXTH 
of the utility family and suggests some reliable and helpful guid- 

ing principles. 


TALKING TO EMPLOYEES—ABOUT WHAT? 


Employee magazines are big business today. Indeed, quite a few 
of the house organs of this type have become larger, better pre- 
pared, and considerably older and better established than many 
magazines of general circulation now on the newsstands. ‘Ihere 
is a wide variation of concept, however. Some are still more or 
less confined to matters of immediate or personal employce in- 
terest; others have broadened to include even international 
problems. In between these extremes, there are chatty, helpful 
items about health, financing, good and bad habits, the reat 
outdoors, etc. James H. Collins, our entertaining business prac- 
tices inspector, has taken a bookworm’s eye view of al! this. 


UTILITY ADDRESSES BEFORE THE PUBLIC UTILITY LAW 
SECTION, AMERICAN BAR ASSOCIATION—APPENDIX 


Important addresses on developments during the past ye”, aS 
well as on current and future problems in the field of regu’: tory 
law, were delivered before the annual meetings of the ! iblic 
Utility Law Section, held in St. Louis, Missouri, August /.1 to 
9th, contemporaneously with the national convention © the 
American Bar Association. Full text of these papers will |. re- 
printed in the September 14th issue of Pusiic UTILITIES | RT- 
NIGHTLY. 











AND IN ADDITION .. . . Special financial news, digests, and interpretations of court 
end commission decisions, general news happenings, reviews, Washington gossip, and other features of 
interes? to public utility regulators, companies, executives, financial experts, employees, investors, and 


others. 





PUBLIC UTILITIES FORTNIGHTLY—AUGUST 3, /96! 





PLUPLAS Uiawlek CUdPaoy 


WHEN THE PRESENT 
mas amg = toe \ IS KNOWN 


CUMULATIVE | 
; — 6 P 
fo. Bilis Bund. « Ft. No. Bills 


FUTURE 
CAN BE SHOWN 


WONAU SVN! 





Bill analyses by the “One-Step” method, provide 
management with an accurate monthly check of 
revenues in relation to use of existing plant 
capacity. The cumulative information in these 
reports supplies the bases for maintenance of sea- 
sonable rates, and a dependable yardstick in pPan- 
ning future expansion. 





The cost of the “One-Step” service is lower than 


ECORDING & STATISTICAL CORPORATION «Siapie' iescicuce’ and de nor involve your per 
Public Utility Data Processing Division Ceneer. We would like to send you full informe 


)SIXTH AVENUE + NEW YORK 13, N.Y. © WOrth 6-2700 tion - without obligation. Write Dept. U-7. 





ADVANCE SHEETS 
OF 


PUBLIC UTILITIES REPORTS 





> Meeting an increasing demand for prompt reporting of full-text opinions 
in decisions of state and Federal regulatory commissions and of the courts 
on appeal from the commissions’ decisions. 


& For those who wish to keep currently informed of the new concepts, rapid 
expansion and ever increasing problems in the field of public service regula- 
tion, these Advance Sheets, issued twice a month, will be found invaluable. 


Subscription price—$24. a year 


PUBLIC UTILITIES REPORTS, INC. 
Publishers 
332 Pennsylvania Building, Washington 4, D. C. 
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“There never was in the world two opinions alike.” 


Joun F. KENNEDY 
President of the United 
States. 


WARREN J. SULLIVAN 
Director of traffic, Allied 
Cheniical Corporation. 


Joun G. Tower 
S. Senator from Texas. 


Joun H. FREDERICK 
Head, business organization 
department, University of 

Maryland. , 


CLARENCE CANNON 
S. Representative from 
Missouri. 


IDITORIAL STATEMENT 
The Washington Daily News. 


LESTER T. POTTER 
President, American Gas 
Association. 


Dwicut D. KIseN HOWER 
Former President of the 
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ARTHUR LANCKTON 
k:xecutive, Mobil International 
Oil Company. 


—MOoNTAIGNE 





“City Hall is the true home of democracy.” 


we 
“Tying a weak railroad to a stronger road we 
do nothing more than to make the strong road weak« 
g: 


“We cannot hope to defeat international Communi-in 
by becoming more and more like the very system that 
seeks to destroy us.” 


> 


“The development of the [railroad] unification proc- 
ess must rest on voluntary negotiations, and must be thie 
product of evolution rather than government fat.” 


* 


“Whoever controls this nation’s sources of electricity 
controls the nation. What difference does it make wheth- 
er Uncle Sam or the private utilities have that control ¢ 


> 


“The ‘aging’ must have enjoyed that news picture of 
a 50-year-old retired circus elephant pulling a 1961 
automobile out of a lake and back on the road--a tow 
truck had failed.” 


- 


“Our future is bright and there is no foreseeable 
supply limitation which would affect the natural gas 
industry’s ability to expand and provide additional en 
ergy for the nation.” 


¥ 


“The mania that some overzealous central agencies 
seem to have developed for wanting to dominate rather 
than serve local government threatens to sap the vitality 
and creative initiative of community institutions.” 


> 


“In the oil business, we are finding it much tougher 
today to gain the approval of foreign governments for 
proposals made on a straightforward, tax-paying bas'- 
... In many areas of Europe and Latin America, wh! 
private enterprise there is seems to exist largely «! 
sufferance. Nearly half of the people in Western Euro) 
in free elections, vote for parties advocating some 
gree of collectivism. Many others favor cartels am 
monopolies—they do not seem to be interested in con 
petitive private enterprise as we know it. an 
problem is a vital concern to all Americans in this 
creasingly interdependent world of ours.” ° 
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Evenia Camden 


CHECK THESE DATES: 


Sept. 5-8—Woodward Governor Prime Mov- Sept. 11-15—Instrument Society of America 
er Control Conference will be held, Rock- will hold fall instrument-automation con- 
ford, Ill. vention and exhibit as well as annual 

meeting, Los Angeles, Cal. 

















Sept. 6—New Jersey Gos Association will 

hold annual meeting, Spring Lake, N. J. Sept. 12-14—Eastern Wood Pole Confer- 
ence will be held, State University Col- 
lege of Forestry, Syracuse, N. Y. 







Sept. 6-7—Tennessee Telephone Association 
will hold annual convention, Nashville, 
Tenn. 






Sept. 12-14—Mid-West Gas Association will 
hold school and conference, Ames, lowa. 






Sept. 6-8—Joint Nuclear Instrumentation 
Conference will be held, North Carolina 
State College, Raleigh, N. C. 


Sept. 13—New England Gas Association, 
Appliance Servicing Group, will hold 
meeting, Marlboro Country Club, Mass. 













t. 6-8—Northwest i Ww - 5 
= a poet eo 7 Sept. 13-14—American Water Works Asso- 
ciation, Power Use Section, will hold an- eee ; 
ciation, New York Section, will hold an- 
nual workshop, Forest Grove, Ore. fs 
nual meeting, Saranac Lake, N. Y. 













Sept. 7-8—Public Utilities Advertising As- Sept. 13-14—Edison Electric Institute, Sales 
sociation, Region 7, will hold meeting, Division, Residential Promotion Commit- 
Minneapolis, Minn. tee, will hold meeting, New York, N. Y. 














Sept. 7—Southern Gas Association, Ac- Sept. 13-15—American Water Works Asso- 






counting Section, will hold systems and ciation, North Central Section, will hold 
procedures round-table conference, Dal- annual meeting, Minneapolis, Minn. 
las, Tex. 





Sept. 13-15—Edison Electric Institute, Sales 
Division, Farm Group, will hold meeting, 
New York, N. Y. 





Sept. 8—Southern Gas Association, Account- 
ing Section, will hold machine account- 
ing round-table conference, Dallas, Tex. 






Sept. 13-15—Pacific Coast Gas Association 
will hold annual convention, Coronado, 









Sept. 10-13—Rocky Mountain Electrical 
; ‘ Cal. 
League will hold annual fall convention, 
Moran, Wyo. 





Sept. 13-15—Rocky Mountain Telephone As- 
sociation will hold annual convention, 








Sept. 11-12—American Gas Association- Boise, Idaho. 
Edison Electric Institute will hold joint 
accounting section organization meeting, Sept. 14—Vermont Electrical Association 
Cincinnati, Ohio. will hold fall outing, Fairlee, Vt. 







Sept. 11-12—Arkansas Telephone Associa- Sept. 14-15—American Society of Mechan- 
tion will hold annual convention, Hot ical Engineers-American Institute of Elec- 
Springs, Ark. trical Engineers will hold engineering 

management conference, New York, N. Y. 














§ sagt heb 12 aman a rege sues Sept. 14-15—Georgia Telephone Associa- 
3 Division, Electric Space Heating and Air- s ‘ ‘ 

nea ; : tion will hold annual convention, Jekyll 
conditioning Committee, will hold meet- 
. ; ‘ Island, Ga. 
ing, Detroit, Mich. 





ge 








: . : Sept. 14-15—Public Utilities Advertising As- 
3 Sept. 11-12—National Rural Electric Co- sociation, Region 5, will hold meeting, 
4 operative Association, Region V, will hold Birmingham, Ala. 






meeting, Eau Claire, Wis. 









Sept. 14-16—Public Utilities Association of 
Sept. 11-13—Annual Accident Prevention the Virginias will hold annual meeting, 
Conference will be held, Dallas, Tex. White Sulphur Springs, W. Va. 


















Bice # 


Eddie Hoff, 


Teaching an Old-timer a New Technique 


This photo illustrates a unique combination of a 1912 Baker electric 
automobile and a solar panel. The panel converts sunlight 
into electricity which is then fed into the car’s 
storage batteries. (See, also, page 306.) 
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Performance from Profits and 
Vice Versa 


A review of twenty points by which are tested the simple proposi- 

tion that profits of a utility are just as important in the achieve- 

ment of general service performance as service performance is 
necessary for the production of profits. 


By MARVIN CHANDLER* 
President, Northern Illinois Gas Company 


T is generally agreed that profits flow 
from performance. The other half of 
this equation, that performance comes 

from profits, is perhaps less obvious. Yet 
this writer is convinced that both proposi- 
tions are true. In fact, if an enterprise is 
to progress, both profits and perform- 
ance are necessary. Each one will pro- 
duce the other, and without both, no 
enterprise can long succeed, can long 
progress. 

Performance and profits are as closely 


*For additional personal note, see “Pages with 
the Editors,” 
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linked and inseparable as other great 
twins, such as Damon and Pythias, ham 
and eggs, hodge and podge, or that pair 
celebrated in song, love and marriage. It 
will be recalled that they “go together 
like a horse and carriage.” In that re- 
spect, they differ from profits and per- 
formance. We know that love, like the 
horse, comes first, but we do not know 
whether, in this duet, profits or perform- 
ance is the horse. All we know is that, 
as the song goes on to say, “You can’t 
have one without the other.” 

Let us consider the less acceptable theo- 
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rem first, that performance is the re- permit attracting capital at the lowest 
sult of profits, and then take up the cost. The more profitable the enterprise, 
other proposition, whether performance the more favorably it is regarded by in- 
can be helpful in producing profits. vestors, and the lower the cost of capital. 

The customary concept of profit is that Look at AT&T. When it was strug- 
of a residue—what is left over, if any- gling hard to earn its historic $9 divi- 
thing, after selling the product or service dend a little over ten years ago, fighting 
and paying all expenses. Too often that for more rate increases to hold the profit 
is the popular concept. But why not think line, it was yielding 5.5 per cent to in- 
of profit as more than a residue—as a vestors. Now, with its rate structure bet- 
catalyst or energizer that starts the whole ter established at levels which make ad- 
cycle going? Let us, therefore, first view ditional business profitable, and with 
the profit—the prospect or hope of it— evidence of that profitability in two divi- 
as the starting point, rather than solely dend increases in two years, it yields 
as the finish line. about 3 per cent. Its cost of capital ap- 

Let us assume that we have a success- pears to have dropped as its profits have 
ful, profitable, progressive enterprise. risen. So here is one cost that declines 
What are some of its characteristics that as profits rise. Profits produce perform- 
make it respected and envied? Let us ance. 
enumerate them, bearing two thoughts in Sennil Chytal Diesere 
mind. 

First, there are characteristics which 
are vital to producing profits. They are 
performance. 

Second, there are characteristics which 
profits make possible. They are derived 
from profits. They will not be found in 
the marginal enterprise. In fact, one may 
find their opposites. These are things 
which virtually all managements want to 
do but which become possible only to the 
extent that profits provide the “elbow- 
room.” 

Now let us examine twenty points 
by which can be tested the proposition 
that profits are just as necessary for per- 
formance as vice versa. 


2. Wuat else can profits do for us, 
capitalwise? Well, good profits and low- 
cost capital permit building a sound capi- 
tal structure. We can afford to build up 
the common equity (after all, we have 
the elbowroom) instead of increasing the 
debt, because it appears to have the low- 
est immediate cost and its leverage may 
show better short-run earnings on the 
common. 

Look at AT&T again. In the late 
1940’s, when profits were low, its debt 
ratio had crept up from 31 per cent to 
around 50 per cent in three years. Since 
then, with profits on the rise, debt is 
back to 35 per cent in the area which its 
management is convinced is the optimum 

Attraction of Capital over the long run. A sound capital struc- 

1. Ir the average person were asked ture, permitted by profits, we all know 
what was the first result of profits, the provides the utmost in financing flexi- 
answer would likely be, “the attraction bility, and the best assurance of raising 
of capital.” So let us start there. Profits capital under all conditions. 
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Planned Construction 


3. WHAT more can the profitable com- 
pany do? It can build its plant ahead of 
need, and never be caught short. With 
capital cheap, and elbowroom from earn- 
ings, it can look ahead, so that it is al- 
ways ready to serve when the need arises. 
It can afford long-range planning and it 
can afford to act on the plan. 


Technical Improvements 


4, WirH profits and low-cost capital 
available, management need not hesitate 
to install technological improvements 
which give promise of holding down 
costs. 

This writer is happy to be with a 
profitable company; not as profitable as 
he would like to see it, and hopes to 
make it, but generally very fortunate. 
The company is installing a computer for 
dispatching which will cost over half a 
million dollars. But it will read the meters 
and gauges and compute the take from 
some 50 pipeline taps in seconds instead 
of over half an hour. And it will do it 
all in the dispatcher’s office, whereas now, 
this company has men going out every 
hour to make and phone in visual read- 
ings at many of those points. The man- 
agement did not have to think very long 
about this outlay, but if it were strapped 
for capital because of low profitability, it 
might have been shelved. The profits per- 
mitted the achievement of this perform- 
ance, which will in turn augment the 
profits, We may wonder how many such 
projects the railroads know of, but can- 
not afford. 


Accounting 


5. PRoFIts permit keeping the books 
conservatively. 


Is this of interest to anyone but ac- 
countants? Certainly it is! When ac- 
counting decisions can be made in the 
environment of “What is right? What is 
sound? What is proper?” instead of, 
“Can we afford it?”, the enterprise, in- 
cluding its management, employees, in- 
vestors, and customers will be better off 
in the long run. If doubtful items cannot 
be written off immediately, if it is neces- 
sary to capitalize instead of charging to 
operating expense, burdens are merely 
being passed on to future management 
and future customers. If they can be 
handled now, then there is that much 
better prospect of the enterprise being 
able to keep its prices competitive and 
continue to thrive in the years ahead. 


Taking Care of Employees 


6. Next let us turn in another direc- 
tion. Profits permit paying good salaries 
and wages, and taking good care of em- 
ployees upon layoff, illness, or retirement. 
This in turn will attract the able, edu- 
cated, enthusiastic personnel who will 
produce the performance needed to gen- 
erate and perpetuate profits. Moreover, 
profits permit rewarding good perform- 
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ance, and there is nothing like the incen- 
tive of tangible reward to work harder 
and better. 


Better Working Conditions 

7. THE next point follows this same 
idea. Profits permit providing modern, 
efficient, attractive working conditions— 
whether it be the office, the plant, or the 
equipment in the field. And this environ- 
ment again should attract, retain, and 
inspire the best personnel. 


Developing New Leaderships 

8. THE next point is especialy signifi- 
cant, because again it relates to people, 
and it is to people whom we must look 
for performance and profits. With profits, 
we have the elbowroom to develop peo- 
ple. Although development comes pri- 
marily from doing the job, not from be- 


ing told how to do it or watching some- 
one else do it, nevertheless, there are aids 


we can use. 

With profits, we can add people as 
well as plan ahead of the precise mo- 
ment of need. We can provide back-up 
for our good men, who can coach their 
successors, instead of operating with a 
skeleton staff. We can, in other words, 
have some depth on our bench. And to 
carry the analogy further, if we are sev- 
eral runs ahead—that is, are enjoying a 
good profit—we can let the rookies into 
the game, so that they will be more ex- 
perienced when we need them next year 
or the year after. 

We can take some of the other well- 
recognized management development 
steps, too, if we have that important el- 
bowroom, such as: 


Job rotation, even if efficiency is 
temporarily lowered. 
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Training sessions on company time. 

Outside training, including manage. 
ment seminars of several weeks’ dura- 
tion. 

Encouragement to outside study 
through tuition refund plans. 

Broadening through attendance at 
outside conferences and engaging in 
outside committee work in trade asso- 
ciations, and the like. 


Employee Information 


9. Now let us consider the fact that 
profits let us keep our employees in- 
formed. Telling them costs money. It 
cannot all be done through the house 
organ and bulletin boards. It means call- 
ing them together regularly in small 
groups on company time. It means that 
every supervisor must take some time 
from the immediate task at hand. And to 
communicate effectively, the supervisor 
must himself have been communicated to 
effectively. 

Is this important? If we do not take 
the time to tell them about our company, 
our industry, its product, our policies, 
our responsibilities to our customers, how 
can we expect enthusiastic performance 
from them? 


Safety of Operations 


10. Next, a profitable company is a 
safer, more dependable company. It can 
afford to spend more money on employee 
safety and on customer and public safety. 

Injecting the writer’s experience 
again, mobile radio now permits the 
company with which he is associated to 
get to a trouble point much quicker. 
This decision might not have been 
made so readily were the company 
strapped for earnings and capital. When 
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the gas company in Bloomington, IIlinois, 
was taken over in 1955, it was short of 
both. The lost and unaccounted for gas 
was almost 30 per cent. Much of this was 
leaking from the mains right in the busi- 
ness district. Safety had been sacrificed. 
Profits were short, so performance suf- 
fered. Now, with the resources available 


which our profits provide, all but about 
6 per cent of the gas is accounted for, 
and the proportion still is declining. 


Trying Out New Ideas 

11. WHEN capital and earnings are 
available, innovation can be tried. The 
consequences of an experiment failing 
can be borne. Out of innovation and ex- 
perimentation come performance and 
progress. If you are doing anything the 
same way you did five years ago, you 
must be wrong. There is bound to be a 
better way today. Without innovation, 
any enterprise will soon slip to the rear. 


More Research 
12, Next let us look at the same 
Proposition in a little broader way. 
Profits permit research, research either 
directly by oneself or the support of re- 
search by others. Research is the route to 





new and better products, appliances, and 
service to our customers, and to better 
methods of operation within our com- 
panies. One of the characteristically least 
profitable industries is textiles. In that 
industry, improvement in manufacturing 
machinery has been slow, and when it 
came to new products, it was not the 
textile, but the chemical industry that 
produced rayon, nylon, and the other 
miracle fabrics. In other words, research, 
which must be financed from profits, in 
turn should produce higher sales and 
lower costs, or expanded profits. The 
catalyst first, the residue later. 


Better Promotion 

13. ANOTHER item to be considered is 
that profits permit vigorous promotion 
and selling. Here certainly is an easy 
place to cut expense when profits are 
thin. But has pulling in promotional ef- 
forts ever reversed a down swing in 
profits? It is certainly doubtful. Sales 
growth is needed to build volume, hold 
down or reduce prices, utilize plant fully, 
and enhance profits. 


Customer Relations 
14. Next, profits permit better service 
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to the customer. The prosperous company 
can provide more free service, can fur- 
nish service more promptly, can train its 
service people better. In turn, of course, 
this kind of service performance brings 
the customer back, and augments sales 
and profits. 


Area Development 

15. Our next point is along the same 
line: Profits will support an active area 
development program, designed to en- 
courage communities to plan for the fu- 
ture, and to help them in attracting new 
industry and in urban renewal. All of 
these results of an area development 
program, producing a more prosperous, 
growing territory, of course will flow 
back into more sales. 


Community Relations 

16. PRoFIts permit more generous 
support of community, civic, and welfare 
projects. Contributions toward capital 
funds for educational, health, and chari- 
table institutions should earn their way 
in the future, as these institutions 
strengthen the community. The company, 
too, as a donor and supporter will find 
its reputation enhanced and its relations 
with the public and with civic officials 
bettered. The impoverished and therefore 
stingy company will find troubles flowing 
to it from its inability to do its share. 


Better Maintenance 

17. Stiiu following this general theme 
is the point that profits permit serving 
the public convenience and desire better, 
by keeping properties and equipment neat 
and attractive, by performing work with 
minimum public inconvenience, and by 
cleaning up thoroughly and _ restoring 
when through. 
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Overall Relations 

18. Next, profits are the foundation 
for a public relations program broader 
than the facets just outlined in the few 
preceding points. Such a program may 
involve comprehensive investor relations 
activities, school programs, scholarships, 
a speakers’ bureau, films, or many others. 


Industrial Relations 

19. AGaIN, only with satisfactory 
profits can a company carry its fair share 
of organized industry activities. This 
may be advertising, promotion, public re- 
lations, or research. But these joint ef- 
forts themselves certainly are necessary 
if our industries are to survive and 
thrive. 


Rate Adjustments 

20. THE final point on the list should 
certainly not be last nor the least in our 
thinking. Profits permit price reductions! 
And lower prices in the long run will de- 
velop more business and more profits. 
Where gas and electric rates are the 
highest, profit records tend to be the 
worst. High rates do not assure high 
profits because they do not reflect per- 
formance. 

Too often in the utility business, we 
get to thinking that a rate reduction is 
a terrible calamity. We can easily find 
ourselves hoping that what we may come 
to think of as “the evil day when we have 
to reduce rates” will never come. Let us 
guard against this philosophy. The day 
we cut our rates is a wonderful day— 
the day when our performance has let 
us take a most constructive step. In these 
postwar years of inflation and wage push, 
this day comes much too infrequently. 
But let us not lose sight of it as a goal. 





PERFORMANCE FROM PROFITS AND VICE VERSA 


N™ think back over these twenty 
ways in which profits permit per- 
formance. It should be apparent that 
these might well have been listed as a 
formula of performance in order to pro- 
duce profits, “You can’t have one with- 
out the other.” 

To some people profits is not the proud 
word it should be, but a suspicious word, 
if not a bad word. Yet, if you submitted 
these twenty points to the vote of utility 
customers and the public, they would not 
find much if anything to quarrel with in 
them. After all, they spell out the kind 
of policies and programs which the cus- 
tomers want their utilities to have. 

Would the customer be opposed to a 
low cost of capital, a sound capital struc- 
ture, plant built in anticipation of need, 
installation of technological improve- 
ments? Would he argue against con- 
servative accounting? Would he take a 
stand against good wages and benefits, 
good working conditions, an adequate 
supply of capable, well-informed em- 
ployees, well-trained and developed for 
the future? Would he oppose innovation 
and research, safe operation, a solid 
program to build sales, or good service? 
Would the customer or public prefer that 
the utilities refrained from community 
service, in the form of area development, 
contributions, and public convenience? 
Would they quarrel with a goal of lower 
prices? The answers are obvious. 


[= is something else to be noticed 

about this 20-point success program. 
It need not be limited to electric or gas 
utilities. Most, if not all, the points apply 
to any form of business. The profitable 
industries are the ones that have served 


their customers and the public the best— 
the chemical and pharmaceutical indus- 
tries, the food chains, and the biggest 
merchandisers. The unprofitable are the 
ones we kick about—the railroads and 
urban transit companies. Profits and per- 
formance produce progress, 


N” let us return to the premise that 
was agreed at the outset would 
meet with general agreement—that per- 
formance means profit. Most employees 
would concede this to be true. But the 
individual fails to see how his perform- 
ance is profitable to him. His own effort 
seems too small in relation to the whole 
enterprise. Utility employees must be 
persuaded that their own performance 
collectively will build profits, so that 
profits will mean progress to them. Per- 
formance and profits are the sum total 
of the minor achievements of everyone— 
not just the result of a few brilliant de- 
cisions by a few men at the top. 

Utility companies must bring not only 
management but all employees to feel a 
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personal responsibility for, and a personal 
participation in, the well-being of the 
company organization. 

Utility people must always beware of 
the trap of complacency that may have 
come about in the somewhat sheltered 
security of a regulated company. Inade- 
quate performance, although not as quick 
a form of suicide as in some industries, 
nevertheless can doom even the regulated 
company to failure. So to develop per- 
formance, we must think in terms of how 
everyone’s job can produce maximum 
profits. 

We do not have to look far for the 
answer. It is written in every textbook 
on how to manage. 

We must first set our goals. We must 
know what we are trying to achieve and 
have specific targets in terms of amount 
of accomplishment and time of accom- 
plishment to reach these goals. 

We must organize our work and our 
people to accomplish the plan. We must 
keep the tightest work force needed, re- 
sisting the influence of “Parkinson’s 
Law.” We must seek to reduce layers 
of supervision and expand the span of 
control—the number of people each boss 
supervises. Thereby, we can avoid fat, 
delegate responsibility and authority 
down to the point of action, and stretch 
people’s abilities. 

We must control. Having set the goals 
and established the plan, we must meas- 
ure our success or failure. 


Hatyy, we must lead. We must moti- 
vate, we must inspire, we must re- 


ward. We must instill the desire on the 
part of the individual to improve him- 
self, to move ahead. We must develop 
an enthusiasm for accuracy coupled with 
productivity. Above all, we must increas- 
ingly search for the better way. We must 
view the status quo with disdain, not 
respect. 

We must see that change is wel- 
comed, not suspected or feared. We must 
regard as the highest talents, imagination, 
creativity, resourcefulness. Remember 
that in the words of Crawford Greene- 
walt, president of duPont, “The story of 
America is the story of common men 
who, whatever their motives, whatever 
their goals, were inspired to uncommon 
levels of accomplishment.” 

We will only be successful in leading 
those around us if we first follow this 
path ourselves. 


Conclusion 


Ww due respect we might consider 
in paraphrase, President Kennedy’s 
stirring inaugural appeal : 


Ask not what your company can do 
for you. 

Ask what you can do for your com- 
pany. 


If everyone of us, and everyone asso- 
ciated with us, could do his job for the 
company, we would all soon find the com- 
pany doing for us more than we can vis- 
ualize—because we would have achieved, 
collectively and individually, perform- 
ance, and profits, and progress. 
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The Rate Base versus “Just and 


Reasonable Rates” 
Part Il 


A review of the relationship between the composition of the rate 
base and the fixing of reasonable rates, Certain questions are raised 
as to the consistency of different policies in different areas of the 
United States. A critical analysis is made of the economic basis 
for the prudent investment theory of rate-making valuation. 


By JOHN H. BICKLEY* 


n excellent illustration of the pos- 
sible inequities of an investment 
rate base is found among natural 

gas pipeline companies. Some, or their 
predecessors, have existed for a number 
of years, others are of more recent origin, 
and still others are newborn, The older 
companies built their lines, compressor 
stations, and other facilities, and, in some 
instances, acquired gas reserves at ma- 
terially lower prices than did those com- 
panies that came upon the scene at later 
dates. 

Because of this early arrival, they 
possess more property per dollar invested 


*Utility consultant, Skokie, Illinois. 




















than the more recently organized com- 
panies. Does this mean that they should 
earn less in relation to pipelines, com- 
pressor station capacity, and volume of 
gas reserves, than the companies whose 
costs are higher? If the answer is in the 
affirmative, a penalty is imposed on low- 
investment companies, and possibly also 
on foresight. There is no support in logic 
or equity for such action. 

Investment cost is still not essentially 
the value of property for any purpose. 
Hence, in those jurisdictions in which fair 
value is a criterion of just compensation, 
the simplicity of actual cost is not over- 
riding. 
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The No Formula Doctrine of 
Natural Gas Pipeline 

HE major opening wedge against 

consideration of reproduction cost 
and fair value came nineteen years after 
Mr. Justice Brandeis advanced the pru- 
dent investment theory. In Federal Power 
Commission et al. v Natural Gas Pipeline 
Co. of America et al. 315 US 575, 42 
PUR NS 129, 138, decided March 16, 
1942, Mr. Chief Justice Stone, speaking 
for a unanimous court, said: 


The Constitution does not bind rate- 
making bodies to the service of any 
single formula or combination of for- 
mulas. Agencies to whom this legis- 
lative power has been delegated are 
free, within the ambit of their statu- 
tory authority, to make the pragmatic 
adjustments which may be called for 
by particular circumstances. Once a 
fair hearing has been given, proper 
findings made, and other statutory re- 
quirements satisfied, the courts cannot 
intervene in the absence of a clear 
showing that the limits of due process 
have been overstepped. If the commis- 
sion’s order, as applied to the facts be- 
fore it and viewed in its entirety, pro- 
duces no arbitrary result, our inquiry 
is at an end, (Emphasis supplied. ) 


This was immediately heralded by 
many, including three members of the 
court, as the death knell for the fair value 
doctrine, but, ironically, in a case in which 
the Federal Power Commission used a 
reproduction cost rate base, although “re- 
luctantly,” in passing upon Natural Gas 
Pipeline’s rates. 


"= it may be questioned whether the 
court in the Natural Gas Pipeline 
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case had repudiated fair value. There was 
no suggestion that the commission was 
not still free to consider reproduction 
cost estimates. The significant departure 
from earlier rulings was not so much the 
pronouncement concerning formulas, but 
the emphasis placed on the end result, 
and, as it developed later, the self-im- 
posed limitation on the court’s power of 
review: “If the commission’s order, as 
applied to the facts before it and viewed 
in its entirety, produces no arbitrary re- 
sult, our inquiry is at an end.” It was 
on this point that Mr. Justice Frank- 
furter spoke in an opinion concurring in 
the court’s order of reversal, but main- 
taining the court’s power of review. 

Nevertheless, the gates were thrown 
wide open and not since has the Federal 
Power Commission attached any weight 
to reproduction cost, but going to the 
other extreme has given exclusive con- 
sideration to original cost, defined as the 
cost to the person first devoting the prop- 
erty to public service, after a deduction 
for depreciation. 


The Any Method, End Result of Hope 
Natural Gas Decision 


———_ clearly revealed chapter in 

utility rate regulation started close 
on the heels of the Pipeline case in the 
equally historic case of Federal Power 
Commission v Hope Nat. Gas Co. 320 
US 591, 51 PUR NS 193, decided Jan- 
uary 3, 1944. The court now sustained 
rates based exclusively on original cost, 
referred to as “actual investment cost.” 
The Federal Power Commission had en- 
tered its order in the Hope case seventy- 
one days after the court’s decision in 
Pipeline. Smyth v Ames was no longer 
a ghost as far as federal doctrine was 
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concerned. There disappeared even that 
faint shadowy semblance that is supposed 
to have “haunted utility regulation.” 


oo of the fair value rule, there 
was proclaimed the elusive and indefi- 
nite end result theory, in spite of any in- 
firmities in the method leading to the 
result. And in doing so there was sus- 
tained a “single formula” for rate mak- 
ing to which the Federal Power Com- 
mission has devotedly adhered. 

Mr. Justice Douglas expressed the new 
philosophy : 


. . . The commission refused to place 
any reliance on reproduction cost new, 
saying that it was “not predicated upon 
facts” and was “too conjectural and 
illusory to be given any weight in 
these proceedings.” . . . It likewise re- 
fused to give any “probative value” to 


trended “original cost” since it was 
“not founded in fact” but was “basical- 
ly erroneous” and produced “irrational 
results.” ... 


We held in Federal Power Commius- 
sion v Natural Gas Pipeline Co., 
supra, that the commission was not 
bound to the use of any single formula 
or combination of formulae in deter- 
mining rates. Its rate-making function, 
moreover, involves the making of 
“pragmatic adjustments.” . . . And 
when the commission’s order is chal- 


lenged in the courts, the question is , 


whether that order “viewed in its en- 
tiretv” meets the requirements of the 
act. .. . Under the statutory standard 
of “just and reasonable” it is the re- 
sult reached, not the method employed, 
which is controlling. . . . It is not theory 
but the impact of the rate order which 


counts. If the total effect of the rate 
order cannot be said to be unjust and 
unreasonable, judicial inquiry under 
the act is at an end. The fact that the 
method employed to reach that result 
may contain infirmities ts not then im- 
portant. Moreover, the commission’s 
order does not become suspect by rea- 
son of the fact that it is challenged. /t 
is the product of expert judgment 
which carries a presumption of valid- 
ity. And he who would upset the rate 
order under the act carries the heavy 
burden of making a convincing show- 
ing that it is invalid because it is un- 
just and unreasonable in its conse- 
quences. . . . (Emphasis supplied. ) 


= in the Natural Gas Pipeline 
case there were no dissents, two 
years later in the Hope case vigorous dis- 
sents were entered by three members of 
the court who had joined in the earlier 
decision.’ They disagreed with most of 
the reasoning of the majority. 

The most serious aspect of the Hope 
decision is not the pronouncement that 

1 There was one change on the court, Mr. Justice 


Byrnes having resigned and Mr. Justice Rutledge 
having been appointed. 
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“The Constitution does not bind rate- 
making bodies to the service of any sin- 
gle formula or combination of formulae.” 
This appears to have been the law, as ex- 
pressed in the court’s opinion in the Los 
Angeles case. Neither is there any in- 
herent wrong in the end result doctrine, 
provided there are appropriate standards. 
The serious impact of the Hope decision 
is the pronouncement that “The fact that 
the method employed to reach that result 
may contain infirmities is not then im- 
portant.” When to this is added: “It [the 
commission’s order] is the product of 
expert judgment which carries a presump- 
tion of validity,” any disagreement by 
utilities or others with a commission’s 
order becomes futile, unless arbitrary or 
capricious action can be established. All 
that a commission need do is to declare 
that its findings are “‘just and reasonable”’ 
and the court will not question the meth- 
od, or review the results, even though 
the method has infirmities. “And he who 
would upset the rate order under the 
act carries the heavy burden of making 
a convincing showing that it is invalid 
because it is unjust and unreasonable in 
its consequences.” The burden is heavy 
indeed. 


HE logical conclusion to be reached 

from such limitation of the court’s 
power of review is that, as Mr. Justice 
Jackson observed, “review becomes a cost- 
ly time-consuming pageant of no practical 
value to anyone.” 

Something more objective might be 
expected than the mere say-so of a com- 
mission making a finding. That the end 
result is all important in spite of any 
infirmities in the method employed is an 
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illogical and dangerous doctrine. The re. 
sults in rate regulation are influenced by 
the method employed, and it is unlikely 
that unsound methods will produce fair 
results, except by chance. 

Furthermore, what makes a commis- 
sion’s judgment expert, with a presump- 
tion of validity, is not always apparent. 
Perhaps regulators become “expert” by 
appointment or by popular election. 
Others are equally expert. Any presump- 
tion in favor of a regulatory agency 
should be predicated upon there being a 
“rational process” in which the agency 
gives the reasons for its judgment with 
sufficient explicitness that the reasons and 
the result can be appraised. 


M:* JusTIcE JACKSON disagreed with 
the entire theory adopted for the 

regulation of natural gas companies, es- 

pecially as it applied to gas reserves: 


The heart of this problem is the 
elusive, exhaustible, and irreplaceable 
nature of natural gas itself. Given sufh- 
cient money, we can produce any de- 
sired amount of railroad, bus, or steam- 
ship transportation, or communication 
facilities, or capacity for generation of 
electric energy, or for the manufac- 
ture of gas of a kind. . . . But the 
wealth of Midas and the wit of man 
cannot produce or reproduce a natural 
gas field. 


Later he differentiated between two 
components of Hope’s business—that of 
a transportation company and that of re- 
ducing to possession an adequate supply 
of natural gas. As to the first, he was of 
the opinion that a rate base calculated on 
prudent investment is a reasonably satis- 
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factory measure for fixing a fair return. 
His disagreement was with prudent in- 
vestment as a criterion for fixing nat- 
ural gas prices. 

Mr. Justice Jackson was critical also 
of the commission’s construction of its 
statutory duty and its freedom to accept 
prudent investment as being all-impor- 
tant; he believed the commission miscon- 
strued its objective; he did not agree that 
a “given rate is reasonable just because 
the commission has said it is reasonable” ; 
and he possessed no “instinct by which to 
know the ‘reasonable’ from the ‘unrea- 
sonable’ in prices.” 


Me Justice FRANKFURTER joined in 
Mr. Justice Jackson’s analysis of 
the Natural Gas Act of 1938. He criti- 
cized the failure of the court to require 
standards as to what is just and reason- 
able; he was not too impressed by the 
skill of experts; and he would require 
the commission to “set forth with explicit- 
ness the criteria by which it is guided in 
determining that rates are ‘just and rea- 
sonable.’ ” 
Mr. Justice Reed’s disagreement with 
the court arose “primarily from its view 
that it makes no difference how the com- 


mission reached the rate fixed so long as 
the result is fair and reasonable.” 

While the Pipeline and Hope decisions 
released the Federal Power Commission 
from required consideration of reproduc- 
tion cost, and the Hope decision encour- 
aged sole reliance on prudent investment, 
commissions are still free to give weight 
to the former. It is only by economic pre- 
dilection that the Federal Power Commis- 
sion and several state commissions ac- 
cord exclusive weight to original cost. 


Reproduction Cost 

| ede there has been a widespread 

use of depreciated original cost as 
the rate base in recent years, there have 
been few instances in which exclusive 
weight has been given to reproduction 
cost, except in Ohio, where reproduction 
cost less depreciation is the statutory rate 
base.* 

Reproduction cost, is an estimate, at 
best, and sometimes the estimates contain 
many questionable theories and assump- 
tions. Commissions and courts for years 
have been critical of such estimates, and 

2Re Ohio Bell Teleph. Co. (1954) 8 PUR3d 


136, 139. City of Cleveland et al. » Ohio Pub. 
Utilities Commission (Ohio Sup Ct 1956) 13 
PUR3d 276, 278. 
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often properly so. Too frequently the 
estimates have not been “predicated upon 
facts” and have been “too conjectural and 
illusory” to be given any weight. Repro- 
duction cost studies are time-consuming 
and costly, when prepared with a high 
degree of accuracy, and the usefulness of 
the expenditures may be of short dura- 
tion. 

Nevertheless, it would seem _indis- 
putable that a sound reproduction cost 
estimate is an essential consideration in a 
determination of the value of utility plant 
for rate base purposes, or in expressing 
the amount of property in terms of dol- 
lars. When prepared with fidelity to facts, 
the estimates can be useful, when neces- 
sary, as a test of the reasonableness of 
rates and earnings, even though many 
rate adjustments have been made with- 
out them. But the estimates should be 
carefully scrutinized to see that there 
are no unrealistic theories, assumptions, 
and methods.® 


evenness of reproduction cost as 

the rate base should not be closed 
without an additional word. The cost of 
reproducing the service, as distinguished 
from the current cost of construction of 
the identical existing property, conforms 
more closely to unregulated business en- 
terprise, as a factor in price fixing, than 
any other property base. But this would be 


8 The writer, early in his experience in utility 
regulation, had frequent occasion to analyze re- 
production cost estimates. It was not unusual to 
find that “overheads” were almost equal to labor 
and material costs. There are “tricks in trades,” 
and reproduction cost estimates have often been 
no exception. An example is the use of prices based 
upon the most difficult and costly construction, even 
though such construction is a small part of the 
total. Another is the use of hypothetical prices for 
equipment that is no longer manufactured, and in 
which the prices reflect custom-made articles. 
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the most difficult kind of rate base to 
measure. 

Furthermore, it would add to other 
problems, including estimates of operating 
expenses, maintenance, and depreciation, 
for it could not be assumed that these 
costs would be the same as those in con- 
nection with the existing plant. In fact, 
such estimates would have to be consid- 
ered in order to determine what consti- 
tutes the most economical and efficient 
plant, because this depends in part upon 
the periodic costs of operating the plant. 


Why the Kind of Rate Base Should Not 
Alter Rates or Earnings 
mN the beginning of this discussion it 
was said that just and reasonable 
rates and just and reasonable earnings 
should not depend upon the kind of rate 
base adopted. A reproduction cost or 
fair value base should result in no ap- 
preciable difference in rates or earnings 
than when prudent investment or original 
cost is accepted. 

Nevertheless, most utilities today ap- 
pear to favor fair value, or even repro- 
duction cost, presumably on the ground 
that such a rate base will produce a larger 
amount of allowable earnings. On the 
other hand, some regulatory agencies 
favor prudent investment or depreciated 
original cost, presumably on the ground 
that such a rate base will lead to lower 
rates and earnings, although alleged sim- 
plicity of method may be advanced as the 
motivating consideration. For each of 
these conflicting views to have merit, they 
should be found in statutes or legislative 
intent. That is, if a fair value rate base 
is expected to yield a larger dollar amount 
of return than original cost, when cur- 
rent costs are high, such should have been 
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the expression or clear intent of the 
legislative body. But even in the absence 
of clear expression, it might be argued 
that when a legislature has refused to 
abandon the fair value rule in favor of 
original cost, the refusal is based on an 
assumption that fair value should per- 
mit higher earnings when construction 
costs are high. Such reasoning might be 
rather tenuous. That legislators would 
declare that fair value is intended to re 
sult in higher charges for services, under 
present-day conditions, is questionable, if 
not improbable. 


A this point, a suggestion may be in 
order. In a fair value jurisdiction, 
the rate-making body might consider the 
desirability of making findings of original 
cost less depreciation and reproduction 
cost less depreciation, to the end that 
its findings of fair value may be com- 
pared with each, and so that the dollar 
amount of allowed return may be related 
to each. This could be regarded as a kind 
of full disclosure on the part of the reg- 
ulatory agency. 

Reasonable charges for service and 
just compensation involve two factors: 
the property used and useful in render- 
ing the service, and the return to be al- 
lowed thereon, usually expressed as a 
percentage of the property. Other matters 
may require attention. But the purpose 
of a rate inquiry is not primarily the 
finding of a rate base, be it fair value or 
something else. Neither is it the finding 
of some percentage return to be applied 
to the rate base. Basically, the purpose 
to be served is a determination of a 
schedule of rates that is just and reason- 
able to consumers and that gives a utility 
just compensation for the use of its prop- 


erty. But there must be rational standards 
for decision, and such standards are 
found, for man-made facilities, in the 
property and the return it should yield. 

Nevertheless, the use of any particular 
kind of rate base will not automatically 
lead to charges that are just and reason- 
able to both patrons and the utility pro- 
viding the service. It is but a tool, al- 
though an essential one. It is not, how- 
ever, of precision quality. 


HE rate base and the percentage rate 

of return thereon are inseparable. If 
fair value is the rate base, the percentage 
return must be one that relates to fair 
value, and not to the property as meas- 
ured in any other way, such as depreci- 
ated original cost or reproduction cost 
new less depreciation. The fair value of 
property should and can be determined 
independently of the rate of return, but 
the percentage rate cannot be determined 
independently of fair value and how it is 
arrived at. That is, there is not a certain 
percentage rate that can be associated 
with any kind or amount of rate base. 
It must be based upon the relationship be- 
tween fair value and other values or costs. 











AUGUST 31, 1961 





PUBLIC UTILITIES FORTNIGHTLY 


Hence, when a certain kind of rate base 
is adopted, it must have a corresponding 
rate of return. Under such circumstances, 
the dollar amount of earnings may be 
substantially the same regardless of the 
kind of rate base. 

There is not overlooked the fact that 
commissions have been reversed because 
of failure to comply with statutory re- 
quirements concerning the rate base; but 
the significant point is that compliance 
with these standards does not necessarily 
change the rates to be charged or the 
earnings to be allowed. It may be recog- 
nized, however, that a certain kind of 
rate base, such as fair value, or original 
cost, may appear to be more or less favor- 
able, depending upon time and circum- 
stances, and a person’s philosophy. 


. I ‘HE important aspect of return is the 


dollar amount, just as the important 
aspect of rates is what they are in cents 
and dollars. It would seem apparent, 
therefore, that if a 6 per cent return 
is predicated on a fair value rate base of 
$12.5 million to yield $750,000, the same 
6 per cent may not be applied to an origi- 
nal cost rate base of $10 million to yield 
$600,000, unless the facts show that the 
6 per cent is equally applicable to each 
base, which would be highly improbable. 
If the return is fixed, rates and earnings 
would vary with the rate base. 

Moreover, if a fair value rate base is 
found, a determination of a fair rate of 
return will require certain considerations ; 
if cost is the property base, the determina- 
tion of rate of return will entail other 
considerations, although some will be the 
same. To the extent that the actual cost 
of property is an element, it should be 
accompanied by the actual cost of capital ; 
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to the extent that current cost of property 
is an element, it should be accompanied 
by the current cost of raising capital. It 
does not follow, however, that cost of 
money is the sole factor to be considered 
in a determination of a fair rate of re 
turn. Other matters are important and 
relevant, but cannot be reviewed here. 


_ pm seleap agian the foregoing dis- 

tinction is sometimes overlooked, or 
the need for it is not understood. There 
have been cases in which the rate of re 
turn has been measured by current mar- 
ket yields on bonds and preferred stock 
and current earnings-price (market price) 
ratios on common stock. The composite 
of such current yields and ratios has been 
applied to the actual cost of the property, 
even though the market yields are based, 
of course, on the current market prices 
of securities, rather than on the book 
amounts of debt and stock, which offset 
the actual cost of property used as the 
rate base. 

The fallacy of the procedure just de- 
scribed should be obvious. But acceptance 
of the method is nevertheless a barrier to 
adoption of the views expressed here. If 
there were associated with the actual cost 
of the property the actual or historical 
cost of money, and if there were associat- 
ed with the current or reproduction cost 
of property the current cost of money, 
there might be little difference in the re- 
sulting dollar amounts of earnings. The 
extent of the difference would depend 
upon the ratio of the current cost of prop- 
erty to the actual cost, and the ratio of 
the actual or historical cost of money 
to the current cost. If these ratios were 
equal, which is unlikely, there would be 
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no difference in the return. However, if, 
in connection with this method, the cost 
of money were not accepted as the sole 
determinant of a fair return, such re- 
turn, in dollar amount, could be substan- 
tially the same, whatever kind of rate 
base is employed. 

Sometimes, it seems more reasonable, 
or expedient, to allow 6 or 63 per cent 
on a fair value rate base than to allow 
8 per cent on the actual cost of property. 
Yet 63 per cent, or even 6 per cent, on 
fair value may be the equivalent of 8 


rr conclusion, a decision concerning the 

reasonableness of rates and earnings, a 
decision that requires a determination 
of certain rate schedules and the dollar 
amount of the return, can be reached in 
various ways. But the method employed 
should not change the result materially, 
provided the method is sound, logical, and 
reasonable. However, the method fre 
quently does change the result. Hence, the 
rate base and the rate of return must be 
properly determined and associated, if 
just and reasonable rates and earnings are 


per cent or more on actual cost. to be accomplished. 





Water, Water Everywhere (We Hope) 
ee Office of Saline Water has spearheaded a world-wide scien- 


tific search for new, reliable, low-cost conversion processes. 
Substantial and rewarding progress has been achieved, but much 
still remains to be done. If we are to develop the necessary tech- 
nology, the work of the Office of Saline Water should not only be 


continued, it should be accelerated. Greater emphasis must be placed 
on basic research for new scientific knowledge and on applied re- 
search for new hardware items. The ability to provide adequate 
water for the 1970's and beyond will be determined by the research 
and development effort our country is willing to support today... . 
The low-cost conversion processes that are under development may 
be an attractive lure to induce underdeveloped water-short countries 
to look to the West for invaluable technological assistance. In the 
mind and heart of the citizens of the arid areas of the world a supply 
of sparkling clear sweet water would be a far greater inducement 
to peaceful coexistence than all of our magnificent ventures to the 
edge of space. ... 
"... | can assure you that the most important of all our natural re- 
sources is not gold, not oil, not uranium, but plain ordinary water. 
An orderly course for the development of this life-giving liquid must 
be maintained in order to provide a perpetual supply. The chemical 
engineer must be in the forefront in guiding and directing the future 
of that course. We must place ever greater emphasis on scientific 
and technological research to develop a new source of supply that 
can provide an ever-growing percentage of tomorrow's water. 
".. . In the next twenty years this nation alone will have to spend 
upwards of $100 billion to meet our Gargantuan demands for water." 
—A. L. MILLER, 
Former director, Office of Saline Water, 
U. S. Department of the Interior. 
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Will We Ride on Sunbeams? 


Exploring new possibilities in the automobile field, the solar or sun- 
powered automobile as well as the electric automobile, this author 
thinks there are definite developments in prospect, With smog and 


other air pollution control features in mind, the noiseless, smokeless 
possibilities of both of these forms of locomotion continue to chal- 
lenge the interest of the electric utilities, 


By ROBERT M. HYATT* 


FEW months ago the world’s first 
sun-powered automobile glided in 
smokeless silence through the 

streets of Los Angeles, causing a sensa- 
tion and ushering in the Age of Solar 
Power. 

The car was a cumbersome 1912 Baker 
electric, a real museum piece. It looked 
exactly as it must have a half-century 
ago, except for a 4-by-63-foot panel 
mounted on its top and composed of some 
10,000 silicon solar cells. Energy from the 
panel charged the car’s storage batteries 
—energy drawn directly fom the sun. It 


*Science writer, resident in Hollywood, Cali- 
fornia, 
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was a successful experiment by the In- 
ternational Rectifier Corporation of Fl 
Segundo, California. 

Science long ago trapped the sun’s 
energy to operate the solar furnace but 
it was not until 1954 that the Bell Lab- 
oratories invented the silicon solar cell, 
which instantly converts sun power into 
watts and volts. 

Theoretical output of this photovoltaic 
panel, based on 10 per cent efficiency of 
the cells, is 200 watts. Actually, it has 
produced 115 volts, lighted 100-watt 
bulbs, operated TV sets, and other elec- 
trical devices. 

At this time, such panels are expensive. 
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WILL WE RIDE ON SUNBEAMS? 


The one used on the Baker can be man- 
ufactured in fairly large quantities at 
about $2,000. Wider use and volume pro- 
duction will naturally bring the cost 


down. 


High Cost of Silicon 

iLicoN, although one of the earth’s 
S most abundant elements, was not suc- 
cessfully separated from other elements 
to become a pure metal until 1951. It 
was then commercially available at $450 
a pound. 

Producing silicon solar cells is still a 
rather involved and expensive process, 
which will affect the price of the first 
sun-powered automobiles. But then first 
models of all early cars were expensive, 
some Baker electrics selling for $5,000, 
and various gasoline models price-tagged 
$15,000. 

Who is going to quibble about the ini- 
tial cost of a sun car when “fuel” for it 
will be free? First cost will be practically 
the only cost, since solar cells, unless 
physically damaged, will last a lifetime 
because there is nothing to burn up or 
wear out. 


F hax sun car of tomorrow will not 
require an unsightly solar cell panel 
on its top. Cells may be incorporated in- 
visibly into the body materials. They will 
collect the sun’s energy and in turn charge 
the car’s batteries. This conversion proc- 
ess will go on continuously during the 
daylight hours, whether the car is parked 
or traveling the highways — even on 
cloudy or overcast days. At full charge, 
the process will automatically shut off. 
Are electric automobiles really coming 
back? The answer is a definite Yes. And, 
although there is little publicity, upwards 


of a score of companies are working on 
models right now, most of them aimed at 
the under $2,500 price. Few working 
parts, low operating and maintenance 
costs, and time-proven reliability are the 
major factors responsible. There is one 
other very serious reason why there is 
feverish research in this field; it will be 
explained later. Naturally, public utility 
companies are intensely interested, es- 
pecially electric power companies, many 
of which are actually backing such ven- 
tures. 


The Electric Auto and Utility 
Promotion 

AYexs these are the Atlantic City Elec- 
sain tric Company, which for more than 
two years has been sponsoring develop- 
ment of electric cars and making a study 
of electric trucks in England, where near- 
ly 30,000 of them are in use on go-stop- 
go delivery routes. In this field, electric 
trucks have made an enviable record, at 
a better average speed and far lower op- 
erating cost than gas trucks. There is no 
“idling” with an electric vehicle—it “stops 
all over when you stop.” 

Some American firms, well acquainted 
with the electric’s many virtues, have 
never abandoned their use. One of these 
is the United Parcel Service, which op- 
erates 70 units out of its mid-Manhattan 
loading depot. The absence of exhaust 
fumes in the underground loading areas 
makes the electric particularly desirable. 


Spon srunswick Laundry of Jersey 

City keeps delivery costs at a mini- 
mum with 28 electric trucks. Some of 
them are still going after nearly fifty 
years of service with the same electric 
motor, periodically overhauled. 
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The Brunswick Laundry has recently 
acquired several new experimental mod- 
els for its fleet which were built by the 
Gould-National Batteries, Inc. Gould has 
also supplied some of its models to the 
Blanding Milk Company of Greenville, 
Michigan, and at least one to Westing- 
house Electric of Pittsburgh. 

The Cleveland Vehicle Company has 
more than 50 of its electric delivery 
trucks operating in Ohio. One user, the 
Warren Sanitary Dairy Company of 
Warren, Ohio, reports that its “fuel” 
costs—-battery recharging—run a cent and 
a half per mile. The U. S. Post Office is 
testing one of these models for pick-up 
work. 

The Atlantic City Electric, Detroit Ed- 
ison, and the Electric Storage Battery 
Company are among the several big firms 
working on the development of such ve- 
hicles. 


Other Electric Auto Uses 


a factors are responsible for the 
current great interest in electric power 


transportation, and part of this interest 
may be laid to the widespread use of elec- 
tric golf carts. In Long Beach, Cali- 
fornia, alone there are more than 4,000 
of these sfurdy little vehicles flitting 
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about. Designed primarily for golfers 
with heart and other ailments, the idea 
has spread to include shopping, going to 
and from work, and even as a second 
car. 

One night’s charging brings these carts’ 
batteries up to full charge. But even this 
will be eliminated when silicon cells are 
incorporated in their make-up. Or per- 
haps fuel cells. 

An electric is the ideal economical 
urban-suburban family second car, better 
than the average “compact” or European 
small car. Its 40 miles per hour top speed 
and 100-mile range on a charge is ade- 
quate in today’s growing city and urban 
traffic. The potential customer market is 
well up in the millions. The second car 
field is just getting under way, and this 
is the field most electric car developers 
are aiming at. 


RuSSELL FELDMAN, auto radio 
¢ builder, is importing Renaults 
from France, removing their internal 
combustion power plants and installing 
electric power equipment in a factory in 
Canastota, New York. The Atlantic City 
Electric Company has ordered the first 
two Feldmans, and at least 30 other pow- 
er companies have put in sizable orders 
for these converts. 
Disregarding initial cost, an electric is 
a good transportation investment because 
you can safely compute its annual de- 
preciation based on twenty or more years 
of vehicle life. Many old electrics are still 
running after forty years’ service. The 
cheapness of “fuel” offsets any other ex- 
penses. Maintenance is almost nil, and 
tires last much longer because of smooth- 
ness of acceleration. 
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New Promotional Plans 


Siw Cleveland Vehicle and Electricar 
are planning models to sell in the 
$1,600 class, The NuKlean Corporation 
of Lansing, Michigan, is working on a 
model to sell for around $2,500. This job 
is said to have only eight working parts— 
and four of them are wheels! 

Most of the current projects are 
planned to use storage batteries and con- 
ventional recharging devices. But there 
is growing activity in the development 
of cars which will utilize fuel cells and 
solar cells. The latter type will, of course, 
be the ultimate attainment. Fuel cells can 
be charged at home by solar energy and 
perhaps one day along the highways at 
solar energy filling stations. 


¢ is easy to dream of the sun car-to-be. 
In design it will doubtless be along 
conventional lines, perhaps a bit more 
streamlined and with lower center of 
gravity. There will be no crankcase or 
transmission—maybe even no differen- 
tial—hanging below the floor boards. The 
underhood space now required for the 
gas engine will become a large storage 
and luggage space, with a small area for 
storage batteries. There will be no gears 
to shift, oil level to check; no hydraulic 
steering or brakes—they will doubtless 
be electric. Heating and air conditioning 
will be easily worked out. 

Experts seem to agree that a small, 
powerful electric motor in each axle, or 
perhaps in the two front or rear wheels, 
or even a motor in each wheel, may be 
the thing, 

A radical spring suspension may 
be in the offing, to make the sun car 
the easiest riding vehicle ever built. 
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Virtues of the Electric Auto 
HE electric motor develops its peak 
power instantly at the start, whereas 

the internal combustion engine requires 
high revolutions, momentum, and gears, 
to attain its peak power. There are hun- 
dreds of working parts in the gas engine, 
only a few in the electric. 

What about speed? People who recall 
the old electric, some with nostalgia, re- 
call that it was slow—its maximum speed 
was about 20 miles per hour, and it ran 
between 50 and 100 miles before its bat- 
teries required recharging. Those elegant 
old cars were purposely designed to run 
at slow speeds. Yet it was possible to give 
them great speed. Walter Baker, who 
built the first practical electric car in 
1897, created an electric race car in 1902 
that clocked 104 miles per hour at Or- 
mond Beach, Florida. It was said to be 
capable of 114. Naturally, it is easier to- 
day to produce a car capable of great 
speed than it was a half-century ago. 

The electric was the ultimate in simple, 
rugged construction, the last word in 
ease of driving and maintenance. It was 
comfortable, clean, and classy. Then why 
did it die out after a fairly short life? 


The Price Hurdle 


Sire answer in one word is price. The 
cheapest Baker electric was $1,200. 
Some luxury models carried a fantastic 
price tag. By 1899, three electric makers 
had produced just under 2,000 cars, the 
single steam car company had built 1,681 
vehicles, while the more than a score of 
gas car makers had turned out only about 
900 units. Electrics led the field. 
Then Henry Ford dropped a bomb in 
the industry by introducing the first Mod- 
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el T at a price of $700. That was the be- 
ginning of the end for high-priced cars, 
regardless of their power source. Cleve- 
land, then the auto capital, soon bowed 
out to Detroit. Ford held the lead for 
many years. 

In 1912 another calamity overtook the 
waning electric car manufacturers. The 
self-starter was announced, and all gas 
cars lost the irksome chore of cranking. 


oe War I struck another blow. 


Electric makers began building 
trucks, with emphasis on carriers for 
bombs and other military uses. When the 
war ended, the electric companies concen- 
trated on industrial electric trucks. The 
quiet, sedate old electric family car faded 
out of the picture. 

There was a spurt of electric battery- 
driven trucks for ordnance and munitions 
work through World War II, and the 
Korean War gave further impetus to this 
field, and electric fork trucks forged 
ahead. 

The silicon solar cell again opens the 
door to a new era in pleasure car motor- 
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ing. It is not necessarily a matter of 
preference that the electric car will come 
back. It will have to come back, for a very 
definite reason: The world’s supply of 
fossil fuels is rapidly being exhausted. It 
cannot be replaced. 


Our Irreplaceable Fuel Resources 

gorge to prominent geologists, the 

total recoverable coal, natural gas, 
oil, oil shale, and tar sands of this planet 
are now estimated at 27 billion billion 
Btu’s of energy. That is about seven 
times the energy consumption from 1850 
to 1950. But it is only one-eighteenth of 
the anticipated energy demand from 1950 
to 2050! 

Competent experts warn that gasoline 
will become unavailable within the life 
span of people now living. What will 
happen then to transportation? Will the 
world become immobilized? Go back to 
horses? Hardly. 

There are just two alternatives. One is 
the use of nuclear energy. The other is 
the use of solar energy. 

Energy from the atom offers little hope 
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as a source of power for land vehicles. 
It calls for too much weight and bulk. 
Nuclear fusion, the power of the hydro- 
gen bomb, cannot be released except in 
one awesome blast. It is otherwise un- 
controllable. 

Nuclear fission, such as triggered the 
Hiroshima bomb, has been harnessed, but 
the ingredients—uranium and thorium— 
are costly and require massive shielding. 
Moreover, dangerous radioactive wastes 
are left in its wake. 


| jews leaves the sun car, not only im- 
mediately possible but posing no in- 
surmountable engineering problems. Any 
automobile plant could tool up and con- 
vert to electric car manufacture quickly 
and with far from ruinous expense. 

Here is why the sun-powered car and 
truck will be the salvation of future trans- 
portation, and even industry itself. Every 
square meter of perpendicularly sunlit 
earth is a potential source of 1.4 kilo- 
watts. Every hour the earth’s atmosphere 
receives .6Q of energy from the sun. (Q 
's the energy equivalent of a billion billion 
Btu’s or to 38 billion tons of bituminous 
coal. ) 

Every forty-five minutes the sun fur- 
nishes us with as much energy as in our 
total remaining usable reserves of coal, 
oil, gas, and oil shale. Every forty days 
we receive enough solar energy to meet 
our estimated needs for the next hundred 
years. Enough energy pours down on 100 
square miles of Arizona desert in one day 
to operate all the industries in the U. S. 
around the clock. 


The Sun Power Dream 


D you see why the sun must power 
the wheels of tomorrow? 
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Sun power is not new. Back in 1876, 
Adams and Day built a selenium cell 
which converted sunlight into usable en- 
ergy with more than 0.5 per cent effi- 
ciency. 

Today’s successor is the silicon cell 
which has literally soared to enormous 
heights as an adjunct to earth satellites. 
These silicon cells have converted solar 
energy as a secondary power source for 
the telemetering of scientific data. 

The silicon photovoltaic solar energy 
converter operates by converting photons 
of light energy from the sun into a flow 
of electrons—electric current. Conversion 
efficiency of 10 per cent is standard, but 
14 per cent has been reached and 25 per 
cent is attainable. Actually, “efficiency” is 
not all-important in solar energy devices. 
A 10 per cent efficient gasoline engine 
would waste nine-tenths of its fuel. But 
a 10 per cent efficient solar cell wastes 
only sunlight. Each day, 1,000 trillion 
kilowatts of solar energy are wasted. 
But there is lots more where that came 
from. 


HE use of solar energy is already 
commercially feasible for ordinary 
power uses. A solid-state photovoltaic 
solar panel with cells of + to 5 per cent 
efficiency can be mass-produced in quan- 
tities to deliver power under optimum 
conditions at about $25 to $50 per watt. 
So what if the first sun car costs as 
much as two Cadillacs? Early model 
radios sold for $400 and even $500. To- 
day, far better receivers can be bought 
for $30. 
All new things follow a _ pattern 
—expensive at first, with the price going 
down as more units are sold. 
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A Clearer, Cleaner Atmosphere 

Wwe about cities cursed with smog, 

such as Los Angeles? Wouldn’t 
everyone welcome clear skies and clean, 
pure air once again? To combat the ever- 
growing smog menace, Los Angeles offi- 
cials are considering the installation of 
more electric trolley buses. They are de- 
manding that all motorcars be fitted with 
oil breather pipe fume consumers—which 
actually do not do a lot of good. What 


of trucks and buses using this power? 

The only answer to smog-ridden cities 
is atomic-powered factories and electric 
cars, trucks, and buses. 

Thomas Edison bought a Baker elec- 
tric and enjoyed driving it. After he had 
invented a better storage battery and 
analyzed the trouble-free electric car as 
against the erratic, noisy, and smelly gas 
car, he predicted that the gas buggy would 
one day vanish. 


about the smoky diesel—the thousands His prophecy may yet come true. 





What Would Hanford Really Cost? 


oo. program requires enormous federal expenditures. 
Under prevailing conditions, scientists and engineers must 
always have in development new weapons and mechanisms that make 
existing models obsolete. It has become a truism that an airplane, 
rocket, or other projectile may be outmoded before it comes off the 
production line. The public is aware of the cost of such progress. 
The taxpayer does not object to whatever expenditures that are 
necessary br national safety. He has never failed to respond. ... 

"Take the proposed Hanford electric generating facilities, for in- 
stance. The provision—wisely rejected by the House—to invest $95 
million in generating facilities has been reinstated in the Atomic 
Energy Commission authorization bill by the Senate. | am confident 
that my colleagues will again refuse to permit appropriations for 
this monstrous extravagance, but meanwhile the administration, under 
the pressure of the revitalized defense program, should voluntarily 
withdraw its announced desire to go ahead with the Hanford power 
station. 

"Now, under the popular philosophy of reckless government spend- 
ing without regard to indebtedness or responsibilities, $95 million 
is not considered a large sum by big bureaucrats. Let me tell you 
how a $95 million burden would affect the people who pay the taxes. 
lf every man, woman, and child in the seven lement communities in 
the congressional district which | represent were to pay $1,000 each to 
the federal government, the total amount would still not be enough 
to cover the initial cost of the Hanford electric generating project. 
| emphasize the word initial because you know and | know that this 
$95 million would shoot up over the 100 million mark very quickly 
after the project got started, and before you knew it you would be 
sending many more millions of good money after the bad used in the 


kick-off ceremonies." 
—JOHN P. SAYLOR, 
U. S. Representative from 
Pennsylvania. 
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Washington and 


the Utilities 


House Again Defeats 
Hanford Project 


fs ultimate fate of the $95 million 
electric generating plant at Hanford, 
Washington, seemed finally resolved by 
the Congress this month as the House 
held firm to its previous voting down of 
the measure and killed the Hanford pro- 
posal in a special 235-164 vote. 

However, House conferees, when they 
go to the joint conference to settle differ- 
ences in the Senate and House versions 
of the bill, are not bound by the House 
vote, and since two out of three of the 
House delegation favor the Hanford 
item, the issue may be returned, probably 
next year, to the House for a third vote. 

The Hanford measure, to build a 700,- 
000-kilowatt plant using by-product steam 
from the plutonium-producing reactor 
now under construction at Hanford, was 
part of the overall $400 million AEC 
authorization bill submitted by the ad- 
ministration. 

Last month the House had defeated, 
by a 178-140 vote, the Hanford section 
of the bill. Most of the opposition came 
from conservative Democrats, a majority 
of Republicans, and Representatives from 























coal-producing areas. During hearings on 
the bill, opposition to the entry of the fed- 
eral government into the generating and 
transmission of electric power in the 
Pacific Northwest had come from numer- 
ous investor-owned utilities and organiza- 
tions which make up the private power 
“lobby.” 


I* the end, the passage or defeat of the 
Hanford measure had come down to 
a battle of government ownership versus 
investor-owned power. 

Following the House’s defeat of the 
Hanford proposal, the Senate passed the 
AEC authorization bill and restored the 
Hanford measure. Senate Democrats had 
felt they could muster sufficient power to 
get the House to compromise and leave 
the Hanford proposal in the bill when 
the two chambers sat down in conference 
to talk over their differences. 

This theory hit a snag when House 
Minority Leader Halleck (Republican, 
Indiana) blocked the convening of the 
joint conference by objecting to the man- 
ner in which the bill was to be sent to 
conference. He said that since it was the 
Senate which had materially changed the 
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legislation after it had been passed by the 
House (without the Hanford project au- 
thorization), it should be up to the Sen- 
ate, and not the House, to make the first 
move in calling for a conference to work 
out a compromise. 

Halleck said that the Senate should 
have requested the conference so that, 
under parliamentary procedure, the 
House could have been the first to act on 
the new version of the bill which came 
out of conference. If it had been the other 
way around, he explained, the House 
would have been the last to act on the 
new version and it would have been un- 
able to make changes. Thus, it would have 
been faced with either voting for, or 
against, the entire AEC bill without the 
opportunity to again debate the Hanford 
issue. 


_ House Rules Committee was then 
asked to decide whether the confer- 
ence issue would go before the House. 
However, before it was able to hand 
down a decision, the House resolved the 
difficulty and killed the Hanford measure 
by the special vote. The special House 
vote was regarded, especially by op- 
ponents of the Hanford issue, as the only 
practical solution to the tie-up. This sec- 
ond House action is that chamber’s de- 
cisive stand on the matter. And the fate 
of the AEC appropriations bill in the 
Senate will have to be determined ac- 
cordingly, the House says. 

The House had been virtually certain 
that if the bill had gone to a joint con- 
ference, its conferees would accept the 
Hanford project and reinsert it in the 
AEC bill. The House did not want to be 
placed in the position of voting down the 
whole AEC bill, and so it went ahead 
with the special vote. 

The vote showed 154 Republicans and 
eighty-one Democrats opposed to the 
project, while 155 Democrats and nine 
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Republicans favored it. The vote, which 
apparently killed the Hanford plant proj- 
ect for this year at least, came on an 
unusual motion instructing House con- 
ferees that the $95 million Hanford issue 
be left out of the final version of the bill. 

However, if the conferees overturn the 
House recommendations, and decide to 
restore the Hanford measure to the bill, 
there seems to be a fair chance, accord- 
ing to some Washington observers, that 
a third vote, if it comes to that, may be 
much closer than the last 235-164 vote. 


Dancing argue it would be unwar- 
ranted production of public power 
where it is not needed. Backers for free- 
dom for investor-owned companies fought 
the Hanford proposal on the grounds that 
it was probably the biggest step, since the 
establishment of the TVA, of putting the 
federal government in control of a large 
deposit of electric power. The problem 
had been intensified by rumors which told 
of the possibility of linking the TVA and 
the Bonneville Power Administration in 
Washington. (The administration had said 
the Hanford electric power would be fed 
into the Bonneville network.) Though 
the administration denied this TVA- 
Bonneville intertie, there still remained 
the controversial intertie of power from 
Bonneville in the Pacific Northwest to 
such “power dry” states to the south, 
such as California. This raised a further 
hassle between California interests and 
those in the Pacific Northwest who do 
not like to see their power being shipped 
out of the region. 

Opponents of the Hanford measure, 
led by Representative Hosmer (Republi- 
can, California), a member of the Joint 
Committee on Atomic Energy, had also 
questioned the assumptions underlying 
the conclusion that the plant would be 
economically feasible. Hosmer also ques- 
tioned the technological benefits that 
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WASHINGTON AND THE UTILITIES 


would result from the reactor. One of the 

ime backers of the Hanford measure 
in the House, Representative Holifield 
(Democrat, California), attacked in- 
yestor-owned power companies for their 
opposition to the plans for installing the 
electric power-generating facilities at 
Hanford. He bluntly warned the private 
electric utilities that their opposition 
might result in loss of some of their tax 
privileges and other government benefits. 
These would include the revocation of ac- 
celerated tax depreciation measures and 
deferred tax payments on these amounts, 
which, he said, are the equivalent of an 
interest-free loan. 


1 paaseeggeen of the plan noted, how- 
ever, that such tax advantages were 
made available by act of Congress, over 
the opposition of the government owner- 
ship group in the first place, and could 
only be revoked in the same way. 


It was the second time in less than a 
week that investor-owned utilities had 
been threatened with congressional re- 
taliation for their opposition to the Han- 
ford project. The first occurred when 
Senator Anderson (Democrat, New 
Mexico), also a member of the Joint 
Committee on Atomic Energy, suggested 
that a partnership system providing fed- 
eral assistance to private concerns in de- 
veloping nuclear power-generating facili- 
ties might be re-evaluated. He said no 
further federal aid should be provided 
until the study is completed. Government 
subsidies and research were some of the 
benefits Holifield mentioned might be cut 
off if private power continued its op- 
position to the Hanford measure. 

“You would think the private electric 
utilities,” he said, “would be grateful for 
the federal program of atomic electric 
development which, in effect, will hand 
them a basically new energy source on a 
silver platter. But they are not grateful, 


they are only grasping and greedy.” He 
termed the opposition to the Hanford 
project ‘‘a real demonstration of greed 
and irresponsibility on the part of this 
monopolistic segment of our society.” 

Holifield noted that private power con- 
cerns were offered the opportunity to use 
by-product steam from the Hanford re- 
actor to generate electric power, but re- 
jected the offer. Now, he added, these 
companies do not want to let the govern- 
ment do the job either. 


_ Senate, in its version of the bill, 
had added a $5 million authorization 
for a coal research laboratory at Morgan- 
town, West Virginia. This was under- 
stood to be a concession to coal state 
members, who joined the Republicans and 
many southern Democrats in the first 
House vote to kill the Hanford project. 
The coal representatives had said the 
atomic steam plant on the West coast 
would take markets away from the mines. 

However, since the two versions of the 
bill never went to conference, the Senate 
did not have the opportunity to bargain 
with those representatives from the coal- 
producing areas. 

Some Representatives and Senators 
from coal regions now fear they might 
have painted themselves into a political 
corner by helping to kill the Hanford 
project. The feeling is that the House 
action angered Northwest liberals, who, 
in the past, provided key support when 
the coal bloc was shopping for votes on 
its bills. Loss of these votes could be 
costly to future coal area programs. 

The majority of Democratic Represent- 
atives from the coal belts teamed up with 
House Republicans to vote down the 
Hanford project in the House. Those ex- 
pressing fears pointed out that, in the 
past, they have put over their bills with an 
assist from liberals in Rocky Mountain 
northwestern, and New England states. 
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House Passes Water Compact 


7 House beat down Republican op- 
position and passed a bill authoriz- 
ing a New England water resources com- 
pact (HR 30) and sent it on to the Senate 
for approval. No strong opposition to the 
measure is foreseen in the upper chamber. 

The bill would establish a special six- 
state commission to plan development of 
water and land resources in the area. 
Participating as voting members of the 
commission would be several federal 
agencies concerned with resource develop- 
ment. GOP objections to the plan centered 
on the fear that the federal agencies, with 
their one-vote majority, would interfere 
with states’ rights, and that this allowing 
of federal members of commissions to 
have a vote might set a dangerous prec- 
edent. 

The bill, as passed by the House, was 
amended to strike out an original au- 
thorization to provide $50,000 in fed- 
eral funds annually for operation of the 
commission. House Democratic members 
said that the funds were struck out in an 
attempt to placate Republican opponents, 
with the hope that they would be restored 
by the Senate. 


¥ 


President Asks for Delaware 
Pact Changes 


a Kennedy has given adminis- 
tration approval for federal participa- 
tion in the Delaware River Basin Com- 
pact. Interior Secretary Udall has been 
instructed to accept with two changes 
the House-approved bill, authored by Rep- 
resentative Walter (Democrat, Pennsyl- 
vania), under which a five-member com- 
mission would be created to develop the 
water resources of the Delaware river 
basin. 


The federal government and Pennsyl- 
vania, New Jersey, New York, and Dela. 
ware will participate in the compact. The 
governors of these states are being asked 
by the federal government to review the 
proposed changes to the Walter Bill, If 
they agree to the amendments, the meas- 
ure will probably be approved before ad- 
journment of Congress this year. 

Hearings have already opened before 
the Senate Public Works Committee and 
prompt action on reporting it out of 
committee is hoped for. However, the 
administration has indicated two of the 
changes it would desire included in the 
legislation. One would be a guaranty 
that the federal government would have 
veto power over actions of the four other 
members of the commission appointed by 
the states; and, secondly, that co-opera- 
tives, public bodies, and federal agencies 
would have a priority over distribution 
of the power developed on the river. 

The administration’s request for this 
“preference clause” may result in delay 
of the measure. The House had not in- 
cluded it because, as the bill’s sponsor, 
Representative Walter, contended, the 
legislation only sets up the compact and 
does not authorize any specific construc- 
tion. 


id the Senate version of the bill contains 
the administration’s preference clause, 
then the bill will have to go to a joint 
Senate-House conference in an attempt 
to iron out the differences. What is ex- 
pected to happen is the same which broke 
out over the Hanford nuclear plant pro- 
posal (see item above) ; that is, the affair 
will become one of public versus private 
power, with the Senate favoring the 
former and the House, as in the Han- 
ford battle, the latter. 
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Telephone and 


Telegraph 


Western Union to Offer 
Private Wire Services 


. Union TELEGRAPH COM- 
PANY has announced plans for a 
private wire service which would be in 
competition with a similar service now be- 
ing offered by the American Telephone 
and Telegraph Company. This would be 
Western Union’s first entry into the field 
of voice communications. The services 
that are expected to be offered include 
wide area telephone service—WATS 
(providing subscribers with lower pack- 
age rates for heavy users of long-distance 
service, based on zones), developmental 
wide area data service (a teletypewriter 
service using central offices to set up con- 
nections between teletypewriters, provid- 
ing, in effect, a teletypewriter counterpart 
to WATS), and Telpak (a package com- 
munications service in which multiple 
channels of telephone service quality are 
offered to customers for any use they de- 
sire, ranging from long-distance phone 
calls to the transmission of printed data). 

Western Union has indicated that it 
has reached agreement with AT&T and 
will “negotiate modifications of existing 
contracts for the leasing of circuits which 
would enable the company to use facili- 
ties leased from Bell system companies.” 


The purpose of this new service, accord- 
ing to company officials, is to broaden the 
range of services that can be offered to 
the public. 

For some years Western Union has 
leased Bell circuits to provide telegraph 
services and AT&T spokesmen have re- 
cently indicated that “communications de- 
velopments, particularly in the data trans- 
mission field, have made it seem desirable 
to Western Union to offer additional 
services.” 

> 


FCC Seeks TV Legislation 


_ Hermansen Minow of the Federal Com- 
munications Commission has said 
that his commission is considering legis- 
lation to regulate television and radio 
networks. 

This statement was contained in a 
letter from Minow, and adopted by 
all FCC commissioners, to Senator Pas- 
tore (Democrat, Rhode Island). The let- 
ter was a reply to Senator Pastore’s 
request for a progress report on the 
commission’s effort to improve program 
content and eliminate licensing abuses. 
Senator Pastore heads the Senate Com- 
munications Subcommittee. 

The commission’s reply indicated that 
among the steps being taken, or recom- 
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mendations being considered, are: (1) 
a request for statutory authority to 
regulate networks, but without licensing 
them; (2) an appeal to the broadcasting 
industry to police itself and screen out 
excessive crime and violence in program- 
ing; and (3) giving networks more con- 
trol over independently produced pro- 
grams to insure better quality shows. 


N summary, Chairman Minow stated as 
follows: 


. we should like to emphasize that 
the commission is cognizant of, and 
has under consideration in its program 
inquiry, the various problems which 
were raised in your letter. That inquiry 
was specifically directed to several of 
these problems and is designed to assist 
the commission in determining the 
regulatory measures necessary to cope 
with these and other problems in tele- 
vision broadcasting . . . the commis- 
sion has determined, on the basis of 
information thus far obtained, the need 
for authority to devise and promulgate 
rules and regulations with regard to 
networks. The proposed amendments 
to the Communications Act... would, 
we believe, if enacted, greatly facilitate 
a solution of the various problems aris- 
ing in the area of network-affiliate re- 
lations. . . . 


In an earlier speech at Northwestern 
University, Chairman Minow stated that 
the FCC does not plan to “censor” TV 
or radio broadcasts. However, he indi- 
cated that the commission not only has 
legal authority but a duty to consider 
radio and television programing in 
granting broadcast licenses. He presented 
a 75-page memorandum to his audience 
of lawyers and broadcasting experts spell- 
ing out the legal background for his posi- 
tion. 
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Justice Department Looks into 


AT&T Operations 


Le Justice Department has indicated 
that the administration is consider- 
ing antitrust action to force the American 
Telephone and Telegraph Company to get 
rid of its overseas operations, This state- 
ment has been made by Assistant At- 
torney General Lee Loevinger, who is in 
charge of the antitrust division of the 
Justice Department, when he testified be- 
fore the Senate Small Business Subcom- 
mittee on Monopoly. He stated that 
Justice considers AT&T more monopolis- 
tic than Western Union Telegraph Com- 
pany at the time it was required to divest 
itself of its overseas operations. 

Western Union was ordered by a 1943 
law to abandon overseas operations as a 
condition for merger with Postal Tele- 
graph. Western Union has never been 
able to find a buyer for its overseas opera- 
tions which would be satisfactory to the 
Federal Communications Commission. 

Following the hearing, Mr. Loevinger 
indicated to a group of reporters that the 
reference to department “consideration” 
did not imply that action is impending 
but merely that the activities of the com- 
pany are under scrutiny. 

The hearings at which these disclosures 
were made were being conducted by Sena- 
tor Long (Democrat, Louisiana) and 
were chiefly concerned with the develop- 
ing of a space satellite communications 
industry. In this connection AT&T offi- 
cials told the subcommittee that it is antici- 
pated that a communications satellite sys- 
tem will be in commercial operation by 
1965. 


magma the possible antitrust action 
by the Justice Department, AT&T 
spokesmen have stated that they are in 
complete compliance with the antitrust 
laws. AT&T further pointed out that the 
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Bell system has led in building overseas 
voice communications facilities in co-op- 
eration with the communications agencies 
and companies of other countries and 
that these overseas facilities are owned 
jointly with the foreign countries or agen- 
cies involved. Emphasizing the strides in 
overseas communications, company off- 
cials stated : 


In 1927, when the first radiotele- 
phone circuit was opened between the 
U. S. and Britain, the cost of a tele- 
phone call was $75. Today, the cost of 
such a call is $9 on Sundays and at 
night, and $12 at other times. The 
quality of overseas telephone service 
provided today is vastly superior to 
that provided earlier, and we have 
worked constantly to bring it to its 
present level. 


Last year AT&T handled some 3.7 
million overseas messages, an increase of 
2.7 million over the 1950 figure. After 
paying agencies and companies in other 
countries, about $45 million in revenues 
was received in 1960 from overseas mes- 
sages, out of a total revenue of $7.9 
billion. 

In a later development Representative 
Brooks (Democrat, Louisiana), chairman 
of the House Space Committee, warned 
that the Justice Department’s concern 
over the “niceties of legal ownership” 
may give Russia an advantage in the race 
for space. Chairman Brooks further 
stated that Russia has “beat us on prac- 
tically every space achievement so far.” 
He thought “it would be a serious mis- 
take to squabble about the niceties of legal 
ownership.” 


T the same House hearings Assistant 
Attorney General Nicholas deB. 
Katzenbach testified that the Justice De- 
partment was opposed to turning the 


communications system over to a “chosen 
instrument.” He said that public interest 
in what may become a multibillion indus- 
try will best be served by enlisting the 
energies, scientific talents, and resources 
of a broad spectrum of American com- 
panies. Mr. Katzenbach further stated: 


Were the United States to rely upon 
private monopoly, or near monopoly, 
for global communication by satellite, 
we would not only forego the proven 
advantages of our free competitive 
enterprise, but we would be giving the 
Soviet Union an element of apparent 
truth for their continuing world-wide 
efforts to portray the American eco- 
nomic system as one dominated by 
monopolies. 


Civilian space chief, James E. Webb, 
was also questioned by the Senate sub- 
committee about the administration’s plan 
to permit private United States common 
carriers to own and operate the space 
communications system. 

Senator Long stated that foreigners 
should not have to negotiate for participa- 
tion in the system with private U. S. 
companies and he observed that the Soviet 
Union might well launch its own satel- 
lites into space and throw their use open 
to all nations. 


Bin present great concern regarding 
the monopoly aspect of the space com- 
munications program seems strange to a 
good many observers in view of the great 
service which groups such as American 
Telephone and Telegraph have provided. 
It is acknowledged that the United States 
has the best communications system in 
the world and it is also an accepted fact 
that charges for telephone services have 
decreased over the years while the qual- 
ity of service has quite as consistently 
risen. 
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AT&T Counters Monopoly 
Charge—Pushes Satellite 
Plans 


MERICAN TELEPHONE AND TELE- 
GRAPH COMPANY’s plans to develop 
a world-wide satellite communications 
system, to be completed in several years, 
has not yet gained government approval, 
though the principle of private ownership 
has been endorsed by the administration 
following Vice President Johnson’s in- 
vestigation and report to President Ken- 
nedy. 

However, this has not checked the 
political agitation in Washington over 
the alleged possibility that Bell would en- 
joy a near monopoly of the new system, 
and the issue has been made to order for 
antibusiness Congressmen like Repre- 
sentative Celler and Senators Long and 
Kefauver. These gentlemen are trying to 
organize a group to force the adminis- 
tration to reverse its decision and allow 
equipment manufacturers to share in the 
satellite venture—or to make it entirely 
a government project. 

The testimony of Assistant Attorney 
General Lee Loevinger to the effect that 
the Department of Justice has been con- 
sidering action to deprive Bell of its pres- 
ent overseas communications facilities, 
probably represented an earlier phase of 
the department’s activities, before Presi- 
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Financial News 


and Comment 


By OWEN ELY 


dent Kennedy made his ruling; but the 
news was sufficient to put AT&T stock 
into a temporary tailspin, from which it 
later recovered. 

HE charge of “monopoly” had also 

been thrown at AT&T by a com- 
petitor in the domestic communications 
field, Western Union. The latter has been 
attempting to develop new earning pow- 
er to counter an adverse trend in its 
regular telegram business by building up 
a leased wire system and installing other 
new services. The management charged 
that AT&T had tried to persuade some 
of its leased line customers to change over 
to Bell’s new Telpak service. Labor in- 
terests affiliated with Western Union also 
made loud cries of “monopoly” in Wash- 
ington over the alleged AT&T action. 
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Bell apparently had to make substantial 
concessions to quiet these charges, in 
view of the unfavorable political climate 
at Washington, and announced that it 
would permit Western Union to negotiate 
leases of Bell system circuits and provide 
Western Union customers combination 
services which will include “voice” as 
well as other types of communications. 


— the Federal Communica- 
tions Commission has been study- 
ing the Bell system’s earnings from long- 
distance lines business, both domestic and 
overseas. (It has no authority to regulate 
intrastate business of the Bell subsidi- 
aries.) It was first rumored that the com- 
mission would suggest a $100 million 
rate cut on domestic toll business (a $50 
million cut was ordered several years 
ago) but the rumored figure was later 
revised to $70 million and no definite 
order has yet been issued. After a long 
investigation, the commission ordered 
some rate changes on private wire rates 
with a net effect of increasing Bell reve- 
nues by less than $2 million—consider- 
ably less than requested. 

The commission also asked Bell to 
supply facts and figures regarding its $45 
million overseas business and the rate of 
profits. Still another development was the 
commission’s warning that Western Elec- 
tric has been earning too big a profit 
margin (around 10 per cent) and that 
it should reduce prices on telephone 
equipment sold to Bell subsidiaries. West- 
ern Electric countered with a reduction 
in prices approximating $26 million in 
revenues following a $7 million cut 
earlier this year; prices now average the 
lowest in ten years and are 10 per cent 
lower than in 1950. Of course any cuts 
made by Western Electric would be tem- 
porarily recovered in the form of larger 
net earnings by Bell’s telephone sub- 


sidiaries, but this might lead to possible 
telephone rate cuts in some areas. 


geen back to the matter of the 
satellite system, Chairman Minow 
of the FCC was quoted recently to the 
effect that 80-90 per cent of overseas 
circuit channels are controlled by AT&T, 
which suggests that the volume of com- 
munications messages handled by the Bell 
system, by cable and_ radiotelephone, 
would be about the same. This high per- 
centage is construed in Congress and 
elsewhere to mean that AT&T will have 
a corresponding 85 per cent interest and 
control of the new satellite system when 
it is completed. But this is hardly a fair 
statistical picture of the present com- 
munications setup. Bell does not own all 
its facilities outright but shares them with 
agencies of foreign countries and in some 
cases with other private companies, such 
as International Telephone & Telegraph 
Corporation. It has agreements with 
some 160 such agencies throughout the 
world. The agreements for joint admin- 
istration and maintenance work smoothly 
and even Castro has remitted the amounts 
due under the Cuban contract. 

Moreover, the cable facilities of West- 
ern Union (including the leased wires of 
Anglo-American) and American Cable & 
Radio are used much more intensively 
than the telephone cables—some 20 wire 
messages can be sent simultaneously over 
one wire while the telephone cable can- 
not be used for more than one conversa- 
tion at a time. Thus, on the basis of total 
domestic and foreign revenues for all 
kinds of overseas communications, Amer- 
ican Tel.’s $45 million probably repre- 
sents less than a quarter of the total 
amount. While Bell’s management func- 
tions are important, it does not enjoy a 
monopoly position, and this fact should 
be publicized in Washington. 
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HILE monopoly charges are being 

bandied around, however, real prog- 
ress has been made toward developing 
the satellite system. Bell has signed a 
contract with the National Aeronautics 
and Space Administration for launching 
and tracking services for at least two ex- 
perimental satellites for which service it 
will pay about $6 million apiece. The 
first AT&T satellite is scheduled to be 
sent up from Cape Canaveral next April 
and the second in October. In addition, 
however, NASA will also launch a “Re- 
lay” satellite (built by RCA) in June and 
“Relay II” in September. NASA itself 
has completed negotiations with Britain 
and France for ground stations in those 
countries, while similar agreements are 
being considered by Canada, West Ger- 
many, Italy, Brazil, Argentina, and Japan. 
AT&T is pushing the construction of its 
big station at Rumford, Maine, which 
will be used for experiments in satellite 
communications, and International Tel. 
& Tel. is also building a station at Nutley, 
New Jersey. 

However, AT&T’s original plans for a 
complete satellite system still seem to be 
in some jeopardy. A Washington dis- 
patch, dated August 11th, indicated that 
NASA has contracted with Hughes Air- 


craft for three 50-pound satellites, one 
of which will be launched late in 1962 
into a 22,300-mile orbit. This satellite 
would be a high altitude, “stationary” 
type as contrasted with Bell’s proposed 
low-altitude, orbiting satellites. Only 
three would theoretically be required for 
world-wide coverage as compared with 
Bell’s 50. However, the Hughes satellite 
would operate on a far narrower fre- 
quency band and could handle only voice 
and telegraph transmissions, not TV 
broadcasts. One of the objections to a 
high altitude system is that it poses some 
problems in telephone service because of 
the greater lag in the timing of two-way 
conversations due to the much longer dis- 
tances involved. 


N addition to the satellites which 

NASA will send up, the Pentagon is 
planning projects “Advent” and “West- 
ford.” The latter, instead of using a 
satellite, will create a 2,000-mile-high belt 
of small needles—hair-like wires less 
than an inch long, orbiting around the 
earth. The 350 million needles (which 
together would weigh only 75 pounds) 
would form a belt around the earth five 
miles wide and 24 miles thick, it is esti- 
mated, being distributed by a Midas 
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Preferred Stocks* 
Utility Common Stocks 
Yield Spread: AAA Bonds 





CURRENT YIELD YARDSTICKS 
(Standard & Poor’s Indexes) 


Aug.9, 


*Twelve industrial and two utility issues (high-grade). 


1961 Range 1960 Range 
High Low High Low 


4.52% 4.33% 4.72% 4.32% 
4.62 4.38 4.73 4.36 
4.67 4.56 4.86 4.49 
4.85 4.48 5.16 4.56 
4.78 4.61 4.88 4.57 
3.62 3.17 4.11 3.61 


0.90 1.16 0.61 0.71 
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early-warning satellite. President Ken- 
nedy has reassured worried astronomers 
that the needles will not interfere with 
their view of the heavens. They are ex- 
pected to act as miniature dipole antennas 
for reflecting microwave radio signals of 
about 8,000 megacycles between various 
points on earth. 

Chairman Minow was quoted in the 
August 11th report as reassuring the 
Senate Small Business Subcommittee that 
his agency would reject any industrial 
plan which would give a dominating posi- 
tion in the communications network to 
the Bell system, and he also kept the door 
open for government ownership. How- 
ever, he held that international common 
carriers were most experienced and best 
qualified to bring a satellite system into 
operation at the earliest possible time, 
and also stated that private ownership 
was in accord with usual government 


policy. 





NATION'S INDUSTRIAL ACTIVITY 
SPEEDS UTILITY GAS USE 
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INDUSTRIAL GAS SALES 


MILLIONS OF 
THERMS 











SOURCE: AMERICAN GAS ASSOCIATION 











The gas utility industry’s sales to industrial customers climbed 2.2 
percent to an all-time high of 46,634 million therms in 1960. Indus- 
trial sales have nearly tripled since 1947, while the nation’s industrial 
activity has increased by only 64 percent. 
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Expropriation of British 
Columbia Electric Depresses 
Canadian Utility Stocks 


econ there has been some apprehen- 
sion over the possible extension of 
government ownership activities in the 
United States, this may have been allevi- 
ated somewhat by the recent House re- 
jection of the Hanford atomic power 
proposal. 

But in Canada the situation is worse 
—public power has made a big step 
forward. The Honorable W. A. C. Ben- 
nett, Premier and Treasurer of the Prov- 
ince of British Columbia, has persuaded 
the legislature to pass an act which ex- 
propriates British Columbia Electric, the 
principal subsidiary of British Columbia 
Power, the major utility system in that 
province with assets of over $700 million. 
Technically, the parent company itself 
could not be expropriated since it was 





UNDERGROUND GAS 
STORAGE 


CUMULATIVE CAPACITY IN 
BILLIONS OF CUBIC FEET 
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|] 1950 | 1955 | 1956 | 1957 | 1958 | 1959 | 1960 | 














GAS STORAGE WELL 





SOURCE: AMERICAN GAS ASSOCIATION 








Increasing numbers of househeating customers are being served as 4 
result of development of underground natural gas storage reservoirs. 
Piped in during low demand periods, stored gas will help provide 
heat for millions of homes this winter. The gas industry's under: 
ground storage caoacity hrs increased more than four-fold since 1950.. 
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incorporated on a Dominion basis, while 
the subsidiary is a provincial company 
and therefore vulnerable. 


— reports were that the province 
would offer holders of British Colum- 
bia Power $38 a share, in order to obtain 
their voluntary acceptance and to make 
the expropriation seem more palatable. 
Several years ago when the stock was 
considered a growth utility, it sold up to 
554, and even in 1961 it has been as high 
as 394, about the same as last year’s high. 
But under the blight of expropriation it 
has declined to a current U. S. price 
(August 15th) of 323%. This indicates 
definite skepticism regarding the prom- 
ised $38 a share. The reason for this is 
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that the government of British Columbia 
has paid British Columbia Power about 
$111 million for all the shares of British 
Columbia Electric and the amount had 
been placed temporarily in short-term in- 
vestments, the nature of which is not 
described. This amount is equivalent to 
only about $23.50 per share of B. C. 
Power; and the remaining assets of B. C. 
Power have been estimated to be worth 
only about $1 per share. 

It is true that, if the offer is accepted 
by the company, the remaining balance of 
some $69 million (required to make up 
$38 a share) will carry interest at 5 per 
cent from August Ist “until the date of 
payment or July 31, 1963, whichever is 
earlier.” 


TALKS ON UTILITY COMPANIES AT FORUMS OF NEW YORK SOCIETY 
OF SECURITY ANALYSTS, SEPTEMBER 1, 1960, TO AUGUST 23, 1961 


Date Company Speaker 

9/13/60 Supscpaneropane Gas GOnp) 6 66.is esas ediaeies veers Mark Anton, President 

Wan Weaeiens (Gasats PICMO ci siiseies sis coisceewsade ceased Gordon W. Evans, President 
Marvin Chandler, President 


9/21/60 MEET CRITI ORS | cfs 10s 56.0: ceed: 6 sidre-aaialela alors o oss.cteere 
10/ 5/60 Wwe Sees) IRIE 5 ask boinc sees ctweas.cowessee 
10/26/60 Papne Service or NeW MEXICO: 2.0.08 66cscescccecccces 


H. L. Mann, President 
D. W. Reaves, President 


iy Zen 0s Btieet: Sound Power ©. Light 2.0.0.0 ccscssecccccecss J. H. Clawson, President 
11/ 9/60 Battin Gad CO PUICCIC oso caress cwoeis sone sanseieies J. T. Wolfe, President 


11/16/60 RAS GAS, CLAMSITISSIOD 365-6 se ies oi oes vince riers onesie oe 
12/ 7/60 PUPIGGR AEB SELUICE 665 66.060 60:0is o 260 0600s bic ee siecs 
12/14/60 TRE EAS UUES VCE PE EONE oo 5 1626 5-56 6 65.5.0 in oh Osis late lw ewelete%s 
12/21/60 Federal Power COmim@ssion ...........0ccceccccceevcceves 


W. M. Elmer, President 

Walter T. Lucking, President 
Paul B. McKee, President 
Jerome K. Kuykendall, Chairman 


1/ 4/61 Pidisonr PNeCchric TASMUS oo... csiccccc edeeee cece cee S. R. Knapp, President 


1/11/61 PIBREACOM EG INGUUTAL GAS 56 ici ioaiens:cceslevin cea eaeiia ees 


Ralph T. McElvenny, President 


1/18/61 General PUbMc: WEMHIES ok... cccs cess 6-0 00% sesseeieaeeens ..A. F. Tegan, President 


1/25/61 Southern California Water Service ...............000: 
2/ 1/61 EMME CR IINRUAE GAS: scsi o. 6.05.6 wd dsp ws lersie wg. Slsjiele wels wee 


Phillip F. Walsh, President 
Paul Kayser, Chairman 


2/ 8/61 Ailerheny Power System ......0.6ccc.ccccccccccessacse J. Lee Rice, Jr., President 


2/15/61 [Se EG a ee ee eee ee 
3/ 1/61 MPM SEPERCN OD EECEA 505 8s. cata 5 2:5 Cala oreo Ceara aE dieels sees ANS 
3/15/61 WerscCesE EUDNC SOPVICE boise occ dccde css eesecsae 
3/22/61 Me ROMA MMT AAS EEMI coe Saino 50s eid o sia isis 0 dios ie stn ala Ta lasoia wove 


Charles F. Hochgesang, Editor 
John K. Davis, President 
Harold P. Taylor, President 
Robert A. Hornby, President 


3/29/61 PISA SITE ie MEEIE wos ib cas niorere isis a aieiee'e oe seer are B. S. Jeffrey, President 

ay yO!) 6©=—- Wwaseomisin’ Power 60 LAGht oo.6.c sce oc cee cccce veces Carl J. Forsberg, President 

4/ 4/61 INGO SOURCES POE ECEIY 5.5 6.5.5 505-2 calecsrecelseciedscaeceere'e Paul F. Grenachte, Vice President, 
Chase Manhattan Bank 

4/12/61 Dent: of Public Wises of MasS. 2.0.6.0 ceicscesee David M. Brackman, Commissioner 

4/19/61 eames City Power GiChit ..6.0.6:. sse0s ceenceeccsiins Robert A, Olson, President 

IN INE oii cic cece nce scccseeesssacsnves Ralph B. Johnson, President 

5/17/61 ge Gacy BI 2s 7a sr James W. Kerr, President 

5/24/61 EPUIMIGHSOLVICE OL TEMG hisses 5 o556o0s aie 62 bis cieaiee sents Carroll H. Blanchar, President 

6/14/61 UNGIBrICAG GOS ASSOCIAMOU. 6 6 6-65.50 i.Ve0e eHow asineace ede Lester T. Potter, President 

6/28/61 POMERICAR PIECE OWE! 6665.5 Ss.o ios aa Soscinemeaeeees Philip Sporn, President 

8/ 9/61 Southwestern Public Service ..........0.eceeeeeceeee H. L. Nichols, Chairman 


8/23/61 ‘Virginia Electric & Power ............cccceescceceees 


Erwin H. Will, Chairman 
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yaaa from A. Bruce Robertson (a 
former vice president who became 
chairman and president following the re- 
cent death of Chairman Grauer) sent Au- 
gust 10th to stockholders included the 
following statements: 


Your directors are not satisfied that 
the compensation offered is adequate 
and they propose to urge the govern- 
ment to give favorable consideration to 
an increase. . . . The possibilities of 
the corporation embarking on new lines 
of business. . . . are under some con- 
sideration. If the proposals are devel- 
oped, in due course shareholders will 
be given the opportunity to decide 
whether they wish to withdraw their 
interest in the capital or continue with 
the corporation in its new enterprises. 


The apparent uncertainties regarding 
the future distribution of the remaining 
$14.50 per share to holders of B. C. Pow- 
er tend to explain the continued easiness 
in the price of the stock. Many stockhold- 
ers would probably settle for $38 if they 


could obtain the full amount in cash cur- 
rently. 


HE move by Premier Bennett oc- 

curred shortly after the death of 
Chairman Grauer of B. C. Power, who 
reportedly opposed Bennett’s ambitious 
plans for developing the Peace river proj- 
ect—construction of the remaining big 
dams on the Upper Columbia river which 
would generate huge amounts of power 
available for sale to U. S. utilities. Wen- 
ner-Gren, the Swedish capitalist, has also 
been heavily interested in the devolpment 
of power and other natural resources in 
the province. Bennett’s sudden action has 
been ascribed to political disagreements 
with Premier Diefenbaker at Ottawa over 
tax allocations as well as power develop- 
ments. 

Bennett’s aides are reported to have ap- 
proached Pacific Gas and Electric already 
regarding future sale of Canadian power 
at five mills per kilowatt-hour, although 
Bonneville interruptible power is selling 
for two mills. 
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FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


8/8/61 Divi- 
Price dend 
About Rate 
45 $1.70 
70 1.88¢ 
37 
26 
47 


Approx. 

Rev. 

(Miill.) 
Allegheny Power System .. 
American Electric Power . 
Arizona Pub. Service 
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% Incr. in 
a Dive a a 

(Continued) fou Earns. Recent dvs. 
Cleve. Elec. Illum. ........ d 3 2.89Ma D5 
Colo. Cent. Power 17 
Columbus & S, O. E. ..... 
Commonwealth Edison .... 
Comm Er... 3 secs0s<s 
Conn. Lt. & Power 
Consol, Edison 
Consumers Power 
Dayton Pail Ls. 6.255 ccse 
Delaware P. & L. ........ 
Detroit Edison 
Duke Power 
Duquesne Light 
Bast. Ut, ASSOC, «2.020. 
Edison Sault Elec. ........ 
E! Paso Electric 
Empire Dist. Elec. ....... 
Florida Power Corp. ..... 
Florida P. & L. 
Florida Pub. Util. ........ 
General Pub. Util. ........ 
Green Mt. Power 
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Illinois Power 
Indianapolis P. & L. ...... 
Interstate Power 
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% Incr. in 
ee See Se ee Ge 
(Continued) Rate Yield Earns. Recent ave. Ratio on aed 
Phila. Electric 120 36 *1.49Je a4 *22.1 
Portland Gen, Elec. ...... 1.52 iD 2.16Je 13 19.9 
Potomac Elec. Power 1.44 3: *1.98Je "2 *21.2 
Pub. Serv. of Colo. ....... 2.10n *3.53Je *32 *22.9 
Pap, ery, 1. Be NS. asses 2.00 *3.25Je *18.2 
Pub. Serv. of Ind. ........ 2.20 2.65Je 23.8 
Pub, Serv. of N. Hi. .c.... 1.08 1.42Je 16.9 
Pub. Serv. of N. M....... 1.00 1.55Je 34.8 
Puget Sound P. & L. ..... 1.56 *1.94Ma *19.4 
Rochester G. & E. ........ 1.80b *3.04Je *171 
Bt Josep 1. We. cxeces 1.60 2.14Je 
San Diego G, & E. ....... é 1.20 1.59Je 
Sava 65. Be Ps occ cc ces 1,12 1.40Ap 
Sittta Pacinc Pr. .i...<s 88 1.13Je 
So. Calif. Edison 2.60k *4.58Je 
So. Garolina E. & G. ..... 1.50 2.07Je 
REIT ROD! soins cess iess 1.50 1.99Je 
So. Indiana G. & E. ...... 1.70 2.66Je 
Southwestern E. S. ....... : 1.04Je 
Southwestern P, S. ....... 1.10Je 
Tampa Electric 1.19Je 
po Ul ee eee 105 3.18Je 
Toledo Edison 1.1lJe 
meacson ts, 1, 15.1 2. ..:. 1.02Je 
Union Electric *2.18Je 
United Illuminating *1.69My 
Upper Peninsula Pr, ...... 2.31Ma 
Utah Power & Light 1.81Je 
fire le 2 *1.93Je 
Wash, Water Pr, ....... *2.52]e 
West Penn Power 3.62Je 
Western Lt. & Tel. ...... 1.77Je 
Western Mass. Cos. ...... *1.57Je 
Wisc. El. Pr. (Cons.) .... 2.74Ma 
Wisconsin P. & L. ....... 2.33Je 
Wisconsin P. S. ........+ 2.04]e 
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23.6 
24.8 
*15:9 
26.6 
28.6 
15.8 
21.2 
27.3 
37.0 
33.0 
21.6 
37.3 
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Averages R 3% 


Foreign Companies 


American & Foreign Pr. .. é | : 83% 0% 
Brazilian Traction ; 70 
British Col. Power : ; , D5 
Calgary Power ; : : 14 
Gatineau Power i . E 13 
Quebec Power : : A 8 
Shawinigan Water & Power 3 ; : 6 


*Deferred taxes resulting from liberalized depreciation are not normalized. If they had been normal- 
ized the price-earnings ratio would be higher, and the rate of increase in share earnings would be smaller. 
D—Decrease. NC—Not comparable. A—American Stock Exchange. O—Over-counter or out-of-town ex- 
change. S—New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; My—May; 
Je—June; Jy—July; Au—August; Se—September; Oc—October; N—November; De—December. b—Also 
3 per cent stock dividend (paid January 25, 1961) included in the yield; similar dividends are paid annual- 
ly, representing balance of earnings. c—Also 24 per cent stock dividend January 10, 1961. d—Also 2 pet 
cent stock dividend May 1, 1961. e—Also regular annual 3.3 per cent stock dividend (3 per cent in pre- 
vious years), included in the yield. f—Also regular stock dividend of one-half per cent quarterly, included 
in yield (paid since 1956). h—Also 2.4 per cent stock dividend December 1, 1960, included in yield; stock 
dividends are paid annually, reflecting balance of earnings. j—The rate of increase would be 12 per cent 
if the present number of shares had been used to compute share earnings of past years, instead of using the 
number of shares actually outstanding at the end of each year. k—Also 4 per cent stock dividend Febru- 
ary 24, 1961. I—Adjusted for 50 per cent stock dividend June 5, 1961. m—Fifty per cent stock dividend 
payable January 18, 1961—cash dividend on new stock 84 cents. n—Also 5 per cent stock dividend Feb- 
ruary 17, 1961. o—Adjusted for 13-for-10 stock split record June 27, 1961. 
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What Others Think 


Operation in Depth--A Tool for Management 


je ERE are many advocates of profes- 
sional business management who be- 
lieve that a business can be operated from 
a single document, the financial statement. 
This is far from the real facts in the op- 
eration of a business. The financial state- 
ment is exactly what the description im- 
plies—a summary of numbers in the form 
of dollars. We try to read into these num- 
bers factors which cannot possibly be con- 
veyed by figures. The financial statement 
is an important document. It is cold, im- 
partial, and callous. It is the record as of 
the time it was prepared but it is not the 
whole story of a business enterprise. 

Starting with the board of directors of 
a company, the financial statement  re- 
views the monetary status. From it, 
awards to stockholders for investing their 
money in a corporation are determined. 
This is very elementary and obvious. The 
other uses of the financial statement are 
many and varied. If succeeding state- 
ments are compared, a trend will fre- 
quently be noticed. The volume of the 
business may increase or decrease and it 
can be noted that expenses may increase 
or decrease. 

For the board of directors to arrive at 
all decisions, based on their interpretation 
of the financial statement only, is not 
conducive to good management. For in- 


stance, to decide that expenses must be 
cut a certain percentage simply from the 
financial statement is superficial operation. 
It may be necessary to reduce expenses 
but, before doing so, there should be ques- 
tions by the board of directors. Nor 
should these questions be directed only to 
the chairman or president, but also they 
should reach down to vice presidents and 
managers under them. This is operation 
in depth. 


N order to curry favor with the boss, 

there are many so-called “yes-men” 
in business today. Frequently, the man 
who does not say yes is two or three levels 
of management from the boss. Operation 
in depth will disclose if “yes men” exist 
along with other ideas, other approaches, 
inequities in the measurements applied 
by management, and many enlightening 
facts. Operation in depth is HIGHER 
LEVELS TALKING TO LOWER 
LEVELS. It is important to note that 
these talks must of necessity be of an ex- 
ploratory nature and are not intended to 
disrupt the authority delegated to the 
various levels of management. 

There are concepts of professional 
business management which believe in 
the lowest level communicating with the 
highest level but they stop there. The idea 
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of operation in depth provides for top 
levels to communicate downward. It is far 
too easy for the top level of management 
to have an efficient means of screening 
the mail and diverting much of it into 
other channels. This may secure a reply 
or a rebuff for communicating with the 
“big boss.” The “big boss” is always a 
step or two above one’s immediate su- 
perior. The screening would have to stop 
under an operation in depth for the sub- 
ject could very readily be a part of a 
two-way communication. Again, it should 
be emphasized that operation in depth is 
a diplomatic handling of conversation 
from top to bottom without destroying 
lines of authority. 

Operation in depth does not mean a lot 
of correspondence but is intended to mean 
discussion—frank, open, and businesslike. 
It is a certainty that if operation in depth 
were practiced, the antitrust practices of 
several large corporations would have 
been known to the highest level of man- 
agement. This raises the question of 
whether or not new methods within cor- 
porations are the solution to stop such 
actions, or would more operation in depth 
be a better means of accomplishing the 
goal. : 

It is also doubtful that greater penal- 
ties at the bar of justice will accomplish 
the desired deterrent action. 


fee inclusion of some form of opera- 
tion in depth should be made a part 
of every manager’s job description or 
position guide or measurement objectives. 
The operation in depth requirements are 
not satisfied by a one-way speech plus 
discussion limited to the subject. It must 
be more personal and frank and free to 
range on any subject. In a small company 


it could be happening on a very frequent 
basis. 

This would also be true of indi- 
vidual operations of a large corporation, 
beginning with the plant manager or de- 
partment manager on down in the local 
organization. In large, widely scattered 
organizations, the periods would be less 
frequent and might be accomplished by 
small, manageable groups meeting in 
centralized locations. 


HEN the operation is from a finan- 

cial statement only, it is so easy to 
say that the manager should be replaced. 
This can be repeated a couple of years 
later and this, in turn, can be demoraliz- 
ing to the people who are trying to make 
a success of the business. Operation in 
depth will aid in finding a way to make 
more managers successful and to capital- 
ize on the experience gained in the tenure 
as manager. It should also aid in reveal- 
ing a poor selection at an earlier date and 
thus save historical facts proving the 
point later. 

Operation in depth will introduce some 
humanity into business. A real leader of 
people will operate in depth and his fol- 
lowers will accomplish much more than 
the driver who cracks the whip of a fi- 
nancial statement. More can be accom- 
plished by being a team working together 
than by being an impersonal individual. 
The team may be small or it may be large, 
but each member is important and op- 
eration in depth can keep the team in 
spirited action. It is doubtful if the eco- 
nomic performance of such a team could 
be beaten. 

—SAMUEL ManrrTIN, JR. 
Glens Mills, Pennsyl- 
vania, 





AUGUST 31, 1961 





WHAT OTHERS THINK 


New York Telephone Association Convention 


7. relationship between regulatory 
agencies and investor-owned utilities, 
from the point of view of a regulatory 
agency official, was explained to members 
of the New York State Telephone Asso- 
ciation who assembled at Schroon Lake, 
New York, in June for their thirty-ninth 
annual convention. 

Delivering the address was New York 
Public Service Commissioner Ralph A. 
Lehr, who stressed that utilities, as much 
as the commissions, must bear the blame 
for any “regulatory lag” in processing 
cases, especially those dealing with tariff 
filings by utility companies. 

Lehr said, concerning the New York 
commission, there was “very little, if any, 
regulatory lag attributable to the commis- 
sion or its staff,” and that where ‘“‘con- 
siderable regulatory lag does occur, in- 
variably it can be traced directly to the 
utilities involved.” 

In 1959-60, he said, 32 member com- 
panies of the telephone association filed 
tariffs requesting rate increases. In nearly 
every case the commission acted within 
the statutory period. And of the 16 rate 
requests in 1959, 13 were allowed in full 
and three in a somewhat lesser amount 
than sought, he added. In 1960 there were 
also 16 filings, and in nearly all the com- 
mission acted within the 30-day statutory 
period and only two companies were al- 
lowed less than the full amount requested. 


7 is the case in routine rate filings, 
Lehr said, but when novel or con- 
troversial matters are involved and con- 
siderable investigation is required the 
commission takes ample time to make a 
“just and fair decision.” No regulatory 
body worth its salt, he explained, would 
rush into a decision without being certain 
the public interest was properly protected. 
He said a cortpany which submits a pro- 


posal to the commission, which contains 
aspects not routine, is inviting delay of a 
final determination if it elects to give the 
commission only the statutory 30-day 
notice of its intention to make such 
changes. 


Commission Thinks of Customers 


HOUGH the commission has the pur- 

pose of keeping the utility company 
“in good shape,” it is equally concerned 
with the interests of the company’s cus- 
tomers. “Regulation is a two-way street,” 
Lehr stated. Delays may occur, but there 
are delays which might have been avoided 
had the companies involved given the 
commission sufficient advance notice of 
their intentions to enable full considera- 
tion of the matters before any proposed 
effective date. Lehr said he did not mean 
to infer that decisions will always be 
handed down before a tariff effective date 
even though filings may have been made 
well in advance. But he explained that 
every effort will be made by the commis- 
sion to meet timetables if it is given the 
proper time to complete investigation and 
deliberations. 

Lehr said there was another area in 
which most telephone companies were 
neglecting to complete work which would 
ultimately accrue to the benefit of them- 
selves and the public they serve. This 
was the matter of continuing property 
records (CPR). 

For years the commission has urged 
telephone companies to complete such 
records as rapidly as possible, he stated. 
But to date only five of the larger com- 
panies in New York state have done so. 
Those who fail to establish accurate con- 
tinuing property records may find them- 
selves stymied when they seek rate 
changes or security authorizations, it was 
pointed out. 
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When a company, whose CPR is in 
good shape, petitions the commission for 
a general rate increase or for financing, 
its chances are far better for expeditious 
processing of these matters than the com- 
pany which has either an incomplete con- 
tinuing property record or no such record 
at all. This is because without data, dis- 
agreement is bound to result in matters 
relating to rate base, depreciation reserve, 
and plant balance, he told the group. On 
the other hand, with a complete CPR, 
the probability is that little if any ad- 
justment will be required as to the book 
figures of the company. As a result, Lehr 
said the commission’s examination may be 
processed without time-consuming delay. 


Helps Obtain Capital 
_ aedeagal advantage to be realized, 
Lehr explained, by the company 
which maintained a good CPR, relates to 
its approach to the lending institutions 


when it became necessary to acquire ad- 
ditional capital. The going is much easier, 
he said, if the concern is armed with a 
continuing property record. The delay in 
securing the required moneys is kept at 
a minimum, thereby eliminating consider- 
able strain to the operator and allowing 
him to get his job done without undue 
delay. 

Both the commission and the companies 
win when a good CPR is available, he 
added. The commission is able to act 
without long delays on matters which are 
brought before it; and the companies can 
receive prompt decisions on matters vital 
to them. The public also wins, because 
such expedition will enable the companies 
to provide their subscribers with better 
service, also gain. 

Lehr acknowledged the work of the 
New York State Telephone Association 
to achieve an equitable arrangement for 
those companies providing intercompany 
foreign exchange service. He said it was 
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unfortunate that some companies had 
been reluctant to offer such service in 
their own territories, since intercompany 
foreign exchange service was available 
to all and should be offered to all tele- 
phone companies, 

“In these very dynamic times,” he 
stated, “the old exchange and company 
boundaries which were arbitrarily set up 
many, many years ago do not always re- 
flect the new calling habits of the sub- 
scribers who live in ,close proximity to 
them.” It is, therefore, imperative that 
telephone companies make arrangements 
available so that subscribers so affected 
may be permitted the service of their 
choice regardless of the location of these 
boundaries. 


Initiation of WATS 


+ of the most significant changes in 
telecommunications during the past 
year, he said, was the initiation of wide 
area telephone service (WATS) by the 
American Telephone and Telegraph Com- 
pany, some of its affiliated companies, and 
others. In New York, he added, each of 
the independent companies is being in- 
vited to make such service available to 
their subscribers. The New York com- 
mission, he told the group, has the matter 
under consideration and will act in ac- 
cordance with “what appears to be the 
best interests” of both the companies and 
the subscribers they serve. 

The danger and threat to telephone 
companies from private or internal com- 
munications systems were discussed by 
Hamilton A. Cunningham, executive sec- 
retary of the New York State Telephone 
Association. 

He said that the telephone industry 
historically has always had to compete 
for money, man power, and materials. 
But the competition from this newly de- 
veloped communications system is of a 
far different kind than télephone com- 
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“OUR PINK PHONE BLENDS SO WELL WITH THE DECOR I CAN’T FIND IT!” 


panies have faced in the past, and the 
threat it poses will have to be met and 
overcome if the industry is “going to stay 
healthy.” 


Pypaegs pointed out that during 
the past few years private communi- 
cations systems have been installed by com- 
petitors for a growing number of con- 
cerns. Although telephones and company- 
owned equipment are still needed for 
outside calls, these internal communica- 
tions systems mean that only employees 
having contact with the public use the 


telephones. This has resulted in the loss 
of business, he said, since these private 
microwave systems are a substitute for 
service and facilities provided by tele- 
phone companies. 

He explained there was only one pri- 
vately owned microwave link in 1950. 
Ten years later this had grown to more 
than 1,000 links, covering 35,000 miles. 
More than 70 manufacturers build pri- 
vate microwave equipment designed to 
compete with common carrier telephone 
service. These companies provide fast in- 
stallation service tailored to the custom- 
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er’s needs, he pointed out, and they 
offer a choice of prices and service. These 
companies can pick up customers both 
for a few control circuits, or for multi- 
line communications networks between 


fixed points. 


Free from Tax Burden 


cedalagpeneas told his audience that 
these microwave equipment com- 
panies have “an edge’”’ on telephone com- 
panies in three ways. First, they do not 
bear a discriminatory tax burden. Sec- 
ondly, being nonregulated, they have 
greater price freedom. Originally public 
utilities came under regulation because 
they did not compete directly with other 
companies in the sale of their primary 
product and regulation was supposed to 
be the law’s substitute for competition. 
“But this view is now out of step with 
changing times. Competition is all around 
us,” Cunningham said. Thirdly, there 
is the ability of the smallest producer of 
“intercommunicating systems” to buy his 
component parts wherever he chooses, at 
whatever price he is able to negotiate. 
He is not precluded in buying from the 
“biggest and best” manufacturer. 

Telephone companies cannot ignore 
this challenge. The changing nature of 
communications technology means that 
the telephone company’s franchise can no 
longer protect it from the inroads of 
competitors. Apathy at this point will lead 
to ruin, he stated. 

One of the first steps companies should 
take to meet this challenge is to improve 
overall performance. This covers a lot 
of ground, Cunningham explained. It 
means putting new and better products 
into the service which is provided. It 
means being able to find the capital 
needed in order to invest in more effi- 
cient plant. It means finding out what 
customers want and can profitably use, 
and providing it for them at compensa- 
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tory rates. It means providing more new 
and optional services and selling them to 
the public. It means attracting good peo- 
ple and developing a strong management 
team. If telephone companies do these 
things, the quality of their basic service 
will improve further, Cunningham be- 
lieves. 


Importance of Service 

} ipwe last item—basic service—is so 
fundamental for profitable operation 
that many take it for granted, he said. 
This is a mistake since a company’s 
greatest asset in competing successfully 
is the ability to give good service. It is 
this which wins public confidence in the 
industry and it is what will lead customers 
to turn to the telephone company rather 
than to competitors when it comes to 
offering new communications services. 
On the other hand, he stressed, poor or 
indifferent service will cost the industry 
friends and threaten its survival as a 
progressive, profitable business. Most 
customer discontent centers around serv- 
ice, and no amount of public relations 
or advertising can counteract the damage. 
Telephone companies should not al- 
low the public image of the industry to 
be one of a cold, impersonal operation. 
The public should be made aware that 
the telephone business is still made up of 
people. This becomes especially important 
as more and more automation is intro- 
duced into the business, said Cunning- 
ham. For example, to lick billing prob- 
lems, telephone companies have come up 
with automatic number identification—a 
system that pinpoints the number of the 
calling party and records it on accounting 
tape. This system eliminates billing er- 
rors, but it also eliminates another point 
of personal contact between the company 
and the customer. This points up the 
need to make certain that those contacts 
a company still has with the public are 
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more satisfying than ever before, he 
added. 

Still the industry should welcome auto- 
mation since automation and progress go 
together. In fact, he said, automation is 
another word for faster, easier, safer, 
and more efficient methods of getting 
work done. It helps keep costs down and 
offers a range of new communications 
services as yet undreamed of. But auto- 
mation, he cautioned, is only part of the 
new picture. People are and always will 
be the heart and soul of the telephone 
industry. 


Anticipate Demand 


| rosie step which will have to be 
taken to meet competition is to make 
a thorough study of the communications 
needs and wants of larger business cus- 
tomers. Though this seems obvious, it 
has not always been done in the past, 
Cunningham said. The companies have 
tended to satisfy demand; in the future 
they will have to anticipate demand or 
competitors will be there first. 

Many of the large business customers 
who have turned to competitors for pri- 
vate communications systems have criti- 
cized the industry’s lack of flexibility and 
speed. They feel the telephone business 
is rigid in its policies and practices, and 
uninterested in individual service prob- 
lems. The sad truth is that in many in- 
stances they are right, he stated. Com- 
panies must now “double back” and look 
at service from the customer’s point of 
view. 

The telephone industry cannot afford 
to wait for its competitors to come up 
with new problem-solving communica- 
tions devices before going into action. 
The industry’s suppliers are bringing out 
new equipment which will enable com- 
panies to compete more effectively. But at 
the same time, he stressed, companies 
must take a new look at their own prod- 


uct planning. In the past the telephone 
industry produced a service and then put 
a price tag on it. Competition may force 
a change in this approach. 

As an example of what can and should 
be done to meet competition on its own 
ground, Cunningham pointed to the initi- 
ation by the Bell system of new services 
such as Telpak and WATS. Both are 
“naturals” in the communications field, 
he added. WATS—wide area telephone 
service—is designed for customers with 
heavy, long-distance calling needs while 
Telpak offers tailored private line service 
for customers with heavy communications 
needs between fixed points. 


Fight Heavy Tax Load 


| ani improving service and re- 
searching the needs of customers, 
telephone companies should go to work 
at overcoming the competitive disadvan- 
tages such as the heavy tax load and the 
inability to price services freely. 

“The tax load is a crusher,” Cunning- 
ham emphasized. “As you probably know, 
we [the telephone industry in New York 
state] pay state and local telephone taxes 
that are roughly two-thirds higher than 
the average for the rest of the country. 
... And our state corporation taxes are 
more than twice as high as those on a 
general business. On top of all this our 
service is saddled with a wartime emer- 
gency luxury tax—the 10 per cent federal 
excise tax. . . . it means that all other 
things being equal, any bid we make on 
a job a competitor is after, must auto- 
matically be 10 per cent higher.” 

Cunningham said that this problem 
cannot be licked directly. It can be over- 
come only through the education of the 
public, especially the opinion-leading pub- 
lic. It is the industry’s job to make this 
story known—to make it clear that while 
it welcomes the challenge of competition, 
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it deserves the right to compete on rea- 
sonably even terms. 

The problem of competitive pricing is 
just as difficult to solve, he continued. To 
be truly competitive, the industry must 
be efficient. It cannot count on passing 
on higher costs to the customer. It must, 
whenever possible absorb them by dis- 
covering better and cheaper ways to do 
the job. This requires operating inge- 
nuity. 

In conclusion, Cunningham said that 
the problem is one of educating the public 
to the changing role of the telephone 
companies in the communication field. It 
is becoming clear that improved opera- 
tions and intelligent risk taking result in 
a better product for the customer’s 
money. A company can improve its op- 
erations and take risks only in a climate 
that permits better profits. On the other 
hand, low profits have the opposite effect, 
sifice low profits do not mean low prices. 


— profits frequently mean higher 
prices to the customer because a com- 
pany that cannot plan ahead and spend 
ahead is unable to effect the economies 
necessary to hold prices down. Good prof- 
its—the result of strong management and 
long-range planning—mean lower costs, 
and therefore enable management to hold 
the line on prices to the customer. Pre- 
paring the way for good profits means 
meeting competition squarely and_ suc- 
cessfully, Cunningham explained. 

A warning to telephone company ex- 
ecutives that their future prospects were 
cloudy and uncertain was voiced by 
William A. Kern, president of the Roch- 
ester (New York) Telephone Corpora- 
tion. 


Prediction Comes True 
‘ pes years ago, Kern said, he had pre- 


dicted before a similar convention of 
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the association that at least 25 independ- 
ent telephone companies, all members of 
the New York State Telephone Associa- 
tion, would lose their corporate lives in 
the decade ahead if something was not 
done to equalize the prices for telephone 
equipment paid by Bell system companies 
and prices paid by independent com- 
panies. 

Time had proven his prediction to be 
modest, Kern said. More than 30 New 
York companies have merged with other 
companies or have been reorganized with 
new managers and REA money. 

Kern explained the operation of West- 
ern Electric, the Bell system’s manufac- 
turing subsidiary, and its modern and 
efficient make-up which has allowed it to 
price its high-quality products “at 40 to 
50 per cent below” its competitors. 


yap of such Bell system concerns 

as the New York Telephone Company, 
he said, the “less fortunate cousins in the 
independent telephone industry find the 
going very rough, indeed.” At present in- 
dependent companies must put up $1.65 
to purchase what the Bell company pays 
$1 to receive. This is the reason, Kern 
states, that the investment per telephone 
for independent companies is considerably 
higher. 

The New York Telephone Company 
has an average investment per telephone 
under $300 while modern independent 
companies still average about $50 more 
per telephone with no outside toll plant. 
Against this investment, the New York 
Telephone Company has an annual rev- 
enue of $130 per telephone compared 
with an average of $85 per telephone for 
class A independent, $72 for class B, and 
$67 for class C companies. 

To reach even these modest revenues, 
Kern stated, the independent companies’ 
local rates have to be consistently higher 





WHAT OTHERS THINK 


than the rates of the New York Tele- 
phone Company for exchanges of com- 
parable size. 


B” there are limits beyond which lo- 
cal rates cannot go, he continued, no 
matter how well justified they might be 
from the investment or rate base theories. 
When this situation occurs, the inde- 
pendent has but two paths open: (1) It 
can seek a larger toll settlement from the 
New York Telephone Company; or (2) 


it can go to the federal government for 
REA money. If it chooses neither of 
these, it sells its property and franchise 
to a larger company or to an individual 
who will probably obtain REA money to 
finance his new purchases. 

Kern voiced the opinion that if there 
were some way to equalize prices for 
telephone equipment throughout the en- 
tire industry, the long-range aspects of 
the independent industry would be ex- 
cellent. 





Regulation of Liquid Methane Gas 


7. growing problem of regulating 
the transportation and use of liquid 
methane since it arose a little over two 
years ago is the subject of an article by 
Henry F. Lippitt, 2nd, entitled ‘“Regu- 
latory Problems in the Development and 
Use of Liquid Methane” in the May, 
1961, issue of the Texas Law Review. 

He notes that the question of what 
would be the role of regulation in this 
field was first brought to the fore in 1959 
in a talk by former Commissioner Wil- 
liam R. Connole of the Federal Power 
Commission. 

Connole predicted the question would 
become one of increasing attention. He 
said the difficulty as to any such business 
“affected by the public interest” was in 
“measuring how much government inter- 
vention is needed.” Connole also said that 
the regulation of transportation and use 
of liquid methane would be especially en- 
tangling because of the “international 
nature” of the business and because it 
combined many of the problems of the 
“oil import dilemma with those in the do- 
mestic natural gas issue.” 

The commissioner, at that time, saw 
the problems as “whether import permits 
should be obtained; whether certificates 
of public convenience and necessity are 


necessary .. . [and] the extent, if any, 
to which government should regulate the 
price level at which the gas should enter 
the United States.” He suggested that 
the regulatory agencies, the Congress, 
and all segments of the natural gas in- 
dustry should undertake a study of the 
matter before personal interests inter- 
fered with an objective study. 


_ traces the developments in the 
use and shipping of liquid methane 
in the past two years. He discusses the 
strides that have been made by the United 
States, and also by such foreign countries 
as England, France, and Russia. He states 
that in spite of the technological advances 
in the field of liquefied petroleum gas in 
the “gaseous energy” field, until recently 
only relatively little serious work has 
been carried on in the lower temperature 
field of liquid methane liquefaction, trans- 
portation, and gasification. In view of the 
large potential, he said, both as to markets 
and supply, it is certain that further de- 
velopments will take on new significance 
both in the domestic and international 
fields. 

Lippitt also provides a history of the 
art of liquefaction of natural gas in the 
United States since it was first pioneered 
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by the U. S. Bureau of Mines more than 
three decades ago. In 1941 there was con- 
structed at Cleveland, Ohio, a commercial 
natural gas liquefaction and storage plant, 
the only one to date in this country. Fol- 
lowing a disastrous fire in 1944, caused 
by spilled natural gas becoming ignited, 
no further plants of this type were con- 
structed for commercial use and the de- 
velopment and popularity of the process 
have been slowed. 

In recent years, the Methane Pioneer, 
a 2,200-ton capacity tanker, has completed 
a number of trips from the producing 
fields in Louisiana to England for the 
purpose of marketing methane in that 
country. In connection with these voyages, 
the Constock Liquid Methane Corpora- 
tion applied to the FPC for a disclaimer 
of jurisdiction or a certificate under § 7 
of the Natural Gas Act authorizing con- 
struction, operation, and maintenance of 
facilities which would be required in the 
project to transport liquefied hydrocar- 
bons from Louisiana to Great Britain. 
Constock also filed for an order, under 
§ 3 of the act, authorizing the export. 


HE company said the filings were 
made as a part of its experimental 
project, intended to prove the feasibility 
and economy of storage and long-range 
transportation of such liquefied products 
as methane. Later the application was 
withdrawn without any action having 
been taken by the FPC, Lippitt noted. 
The most concrete developments on the 
domestic horizon, he said, concern the 
efforts of the New England Gas Pooling 
Group, consisting of 40 New England 
utilities, to build a liquefied natural gas 
plant to meet the region’s sharp peak 
shaving needs. 
With the nation on the threshold of 
actual developments in the field, he said, 
has come the first signs of what will be 
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the trend of federal regulation in this 
matter. 

In what manner the problem is re. 
solved will come the future scope of the 
FPC and other regulatory action, and 
“signposts and precedents for the ‘con- 
struction, operation, and maintenance’ of 
further projects of this type.” 

Lippitt listed four situations which 
must be studied before a decision is made 
as to the applicability of federal regu- 
latory statutes to liquid methane. They 
are: (1) The situation in which liquid 
methane from a foreign port is delivered 
post side in the U. S. to a coastal state 
for gasification and distribution within 
that state. (2) The situation in which 
liquid methane is delivered by tanker 
from a domestic source for gasification 
and distribution within another state. (3) 
The situation in which natural gas is 
liquefied in a producing state and is trans- 
ported in liquid form by pipeline (proba- 
bly as propane and butane, rather than 
methane) to another consuming state, 
where it is gasified and distributed within 
that state. (4) The general situation in 
which the natural gas in liquid form is 
received in a single state and gasified in 
that state for distribution and transmis- 
sion to other states. In each instance above 
not only the factual, but also the legal 
situations differ. 


Ov of the problems, Lippitt points 
out, is the determination of the ques- 
tion of whether liquid methane is con- 
sidered to be natural gas subject to the 
Natural Gas Act. This can be broken 
down into the questions: Is “methane” 
natural gas? Is “liquid methane” natural 
gas? 

He says that according to the wording 
of the Natural Gas Act, and decisions 
handed down concerning the act, methane 
(or ethane, propane, and probably bt- 
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tane) in the gaseous state is “natural gas” 
subject to the act. 

The greater difficulty comes when meth- 
ane is reduced to a liquid form. After 
discussing the FPC’s actual practices, 
and the handling of problems involving 
natural gas liquids by the commission and 
other agencies, Lippitt concludes that if 
anvone, the Interstate Commerce Com- 
mission, and not the FPC, would have 
jurisdiction over any interstate transpor- 
tation of liquid methane. 

A great deal of methane, in the future, 
will probably be transported by tanker, 
Lippitt says, and it appears clear that 
there exists a gap in present regulation 
to cover this problem. When the Natural 
Gas Act was enacted neither Congress, 
the FPC, nor the gas industry foresaw 
the liquefication of natural gas and its 
transportation by ship. As to domestic 
transportation of liquid methane (or, for 
that matter, ethane, butane, propane, and 
natural gasoline), the FPC, Lippitt states, 
has no probable jurisdiction, and any 
jurisdiction over interstate transportation 
would fall under the Interstate Commerce 
Commission. So long as the gas were in 
the gaseous state, before original lique- 
faction or after gasification, it would be 
subject to state conservation commission, 
FPC, or state public utility regulatory 
jurisdiction in the same manner as at 
present. 


i he E questions which arise when meth- 
ane is transported to other nations 
are even more complex, he continues. 
Here four agencies become involved. A 
company desiring to export or import 
natural gas has to obtain permission from 
the FPC pursuant to § 3 to export or 
import, and it must obtain a presidential 
permit to maintain facilities at the border 
which are to be used for such export or 
import. Since the Natural Gas Act, Lippitt 


notes, was enacted to eliminate the abuses 
of large interstate pipeline companies, it 
may be inferred that all the sections of 
the act, including § 3, are limited in their 
application to pipeline transportation. 
“Transportation by other means would, 
therefore, fall into a jurisdictional gap 
beyond the court’s interpretive power to 
fill,” he concluded. In addition, any 
“regulatory gap” here is more properly 
filled by the probable exercise of another 
federal agency’s authority. 

The Interstate Commerce Commission’s 
jurisdiction is also vague. Today, under 
relevant statutes and case law, Lippitt 
says, the ICC probably cannot assert 
jurisdiction over tanker shipments of 
liquefied methane. Part III of the Inter- 
state Commerce Act gives the ICC juris- 
diction over certain water carriers, but 
tanker transportation of methane falls 
within two different exemptions, and the 
ICC would probably have to exempt tank- 
ers carrying liquid methane from its 
regulatory jurisdiction. 


HE Federal Maritime Board (as of 

this month, the Federal Maritime 
Commission ) also has no certificate juris- 
diction, but it does have rate jurisdiction 
over “common carrier(s)” in interstate 
or foreign commerce under the Shipping 
Act, and over common and contract car- 
riers operating between one state and an- 
other by way of the Panama Canal under 
the Intercoastal Shipping Act, the author 
explains. 

Generally speaking, he says, it is proba- 
ble that private carriage of liquefied meth- 
ane is not subject to the rate jurisdiction 
of the Federal Maritime Board and that 
contract carriage of liquid methane is 
not subject to the Shipping Act, except 
when it involves two U. S. ports and the 
Panama Canal, in which case it would fall 
under the Interstate Commerce Act. 
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Lippitt does not believe the Oil Import 
Administrator’s office would have any 
jurisdiction over the import of liquefied 
methane. Since it is presently impractical 
to keep methane liquefied at ambient tem- 
peratures (60 degrees Fahrenheit) solely 
by pressure, the application of high pres- 
sure would probably not fall under the 
presidential proclamation’s definition of 
“liquefied gas” in 1959. 


oo concludes that there is little or 
nothing in the Natural Gas Act to 
indicate that the FPC has certificate or 
rate regulatory jurisdiction over trans- 
portation of liquid methane either in inter- 
state domestic commerce or foreign com- 
merce by pipeline or tanker. Along the 
way, however, the successive jurisdiction 
and requirements of the producing state’s 
conservation commission, the Interstate 
Commerce Commission, the Federal Mari- 
time Board, and perhaps the Oil Import 
Administrator, as well as the state public 
utility commissions in the marketing 
states, have to be taken into account, 
Lippitt adds. 
He continues: 


. Mixing metaphors, to say the 
least, liquid methane flows in a tangled 
jurisdictional web of some complexity, 

Two years ago, Commissioner Con. 
nole posed the questions as to the rdle 
of regulation in developing the trans. 
portation and use of liquid methane 
The answers, under present federal 
regulatory policies, are not yet all in~ 
but the outlines, at least, have been 
sketched. How long it will be before 
they are etched in clear perspective de 
pends not only upon technological prog- 
ress in the state of the art but also 
upon what new regulatory policies may 
be required to meet the continually ex- 
panding “public convenience and ne- 
cessity.” That day, however, may not 
be long in coming. 


Because of the growing ability to trans- 
port liquid methane, especially great dis- 
tances by tanker, Lippitt believes that the 
present trends in regulation will have to 
be carried far enough so as to provide the 
federal and state governments with ade- 
quate regulation over the transportation 
and use of the gas. 





Notes on Recent Publications 


Atomic ResearcH Projects. The Atomic 
Energy Commission has issued a sum- 
mary of research contracts awarded and 
supported by the International Atomic 
Energy Agency. Included in the list are 
those research projects financed by funds 
made available under an offer by the 
United States government to specific for- 
eign governments. The contracts cover a 
variety of research projects, including 
(1) disposal of radioactive wastes; (2) 
health physics and radiation protection; 
and (3) power reactor studies. 

The prime function of the IAEA is to 
foster the exchange of scientific and tech- 
nical information on peaceful use of atom- 


ic energy. For a research project to qualify 
for IAEA assistance, it must be scientifi- 
cally sound and in some way advance the 
peaceful application of atomic energy. In 
addition, the project should be of such 
nature that it could not be easily conducted 
without IAEA support. In this reference, 
preference is given to research centers 
where qualified workers are hampered by 
lack of funds. 

IAEA ResearcuH Projects (TID- 
11404). Available free from the United 
States Atomic Energy Commission, Office 
of Technical Information Extension, Oak 
Ridge, Tennessee, pp. 16. 
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The March of 


Events 


FPC Hearings on Gas 
Prices Set 


b hiss Federal Power Commission has 
announced it will hold its first public 
hearings on October 3rd in its major 
policy program to establish price ceilings 
for natural gas sold into interstate com- 
merce from the nation’s important gas- 
producing areas. 

The commission announced its new 
area pricing policy about ten months ago 
in a move to stabilize prices in the produc- 
ing areas which supply gas ultimately 
sold to residential, commercial, and in- 
dustrial customers in all sections of the 
United States. 

The October 3rd hearing involves the 


Permian basin area of southeastern New 
Mexico and southwestern Texas. 


O’Connor Takes Office 


| tea J. O’Connor, Jr., of Hous- 
ton, Texas, former Oil Import Ad- 
ministrator of the Interior Department, 
took office on August 14th as a member 
of the Federal Power Commission for 
the term expiring June 22, 1966. The oath 
of office was administered by the Hon- 
orable Tom C. Clark, associate justice of 
the Supreme Court of the United States. 

Mr. O’Connor, who is forty-six, was 
nominated to the FPC by President Ken- 
nedy on July 5th and the nomination was 
confirmed by the Senate on August 9th. 


Colorado 


Agree to Merger Plan 
a on general merger terms 
has been announced by Public 
Service Company of Colorado and Colo- 
rado Central Power Company. A joint 
announcement said details were being 
worked out and will be submitted to di- 
rectors of both companies. The merger 
must then be approved by stockholders 
of both companies and by the state public 
utilities commission. 
The agreement provides that the 3,136 


holders of Colorado Central common 
stock will receive one share of Public 
Service stock for each 1% shares of their 
stock. 

Colorado Central serves southern and 
western suburban areas near Denver with 
power purchased from Public Service 
generating plants. The company has no 
generating facilities. 

Robert T. Person, president of Public 
Service, will be president of the surviv- 
ing Public Service Company. James W. 
Cryder, president of Colorado Central, 
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plans to withdraw from active manage- 
ment but will continue with Public Serv- 
ice in an advisory capacity. 


All-federal Power Setup 
Supported 


evan adopted by the Colorado 
Water Conservation Board endorsed 
the proposed construction of an all-fed- 
eral transmission system for electric 
power generated by dams of the Upper 
Colorado river storage project. The reso- 
lution further urged the U. S. Bureau of 
Reclamation to include in its modified 
proposal a line connecting the Central 


Utah project and the Flaming Gorge dam 
in northeastern Utah with the Glen Can. 
yon dam in Arizona at Sigurd, Utah. 

Action by the Colorado board was the 
first official endorsement of the all-federal 
system by any of the states involved— 
Colorado, Utah, Wyoming, New Mexico, 
and Arizona. However, the Wyoming 
Natural Resources Board has approved 
a substitute or “combination” proposal 
submitted by the five large private util- 
ities in the area provided suitable con- 
tracts can be worked out to provide for 
“wheeling” of the Upper Colorado’s 
power output by those firms. 


Maryland 


Commission Schedules 
Hearing 
7 state public service commission 
has scheduled a hearing for October 
11th into a dispute between the Potomac 
Edison Company and the town of Thur- 
mont which is said to have a novel as- 
pect. 
Usually, when a utility and a munici- 
pality are arrayed against each other be- 
fore the commission, the government is 
protesting what it considers unjustifiably 
high rates by the company. In this case, 
however, Thurmont operates an electric 
power company which competes with 
Potomac Edison and admits the com- 
pany’s contention that the company’s rates 
are lower than its own in the area under 
dispute. 
Potomac Edison initiated the case with 
a complaint that the Thurmont company, 


Citizens Electric Light & Power Com- 
pany, was extending its power lines out- 
side the town limits without permission 
from the commission. The company’s 
complaint agreed that the state legislature 
gave the Thurmont company authority 
to serve customers up to a half mile out- 
side the town limits. It argued, however, 
that the same law kept the Thurmont com- 
pany under the commission’s jurisdiction. 

R. G. MacDonald, president of Poto- 
mac Edison, said in the complaint that the 
Thurmont company buys energy from 
his company “and resells such energy at 
a substantial profit to most of the resi- 
dents of Thurmont.” He objected to the 
extensions into the surrounding area, 
which he said had not been authorized 
by the commission. Potomac Edison has 
traditionally served this area and does so 
at lower rates, MacDonald declared. 


Nebraska 


REA Statement Causes 
Concern 
A LETTER sent by an official of the Rural 
Electrification Administration is re- 
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ported to be causing some concern in Ne- 
braska power circles. The letter, from 
C. L. Schultz, western area electric di- 
rector, asked that the Nebraska Public 
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Power Committee notify the REA “in 
advance of any firm commitment” of any 
arrangements negotiated by the commit- 
tee. 
The nine-member committee was 
created by the 1961 state legislature so 
those in the Nebraska power industry 
could work out their own problems 
through negotiations. The committee is 
composed of people from the various seg- 
ments of public power in the state. 

Schultz’s letter said the REA stands 
behind the objectives stated in LB 605, 
the bill which created the committee. 
Those objectives are to “voluntarily elim- 
inate such overlapping, duplication, and 
conflict in their operations as are not in 
the public interest.” 


But, the letter said, “activities of the 
committee can have far-reaching effect 
upon the operations of electric systems 
financed by REA.” The rural systems in 
the state are the REA-financed ones. They 
obtain the federal loans at 2 per cent in- 
terest rate. 

The letter offered the assistance of the 
REA, if requested, and also said it would, 
upon request, make available aid from 
its legal branch in the preparation of ap- 
plications under another power bill, LB 
469. That law goes in to effect in October 
and requires, with certain exceptions, 
prior approval by the director of water 
resources to construct generating facil- 
ities and transmission lines carrying over 
700 volts. 


Pennsylvania 


Equipment Producers Sued 


may ELEctTrIC COMPANY and 


a subsidiary, Conowingo Power Com- 
pany, Elkton, Maryland, filed 13 civil 
damage suits against electrical equipment 
manufacturers that pleaded guilty or no 
contest earlier this year to charges of 
price fixing in violation of the antitrust 
laws. 

This was the second group of suits to 
be filed by investor-owned electric util- 
ities, A group of four midwestern utilities 
had earlier joined in suits against makers 
of heavy electrical gear. Federal govern- 
ment agencies and a number of states, 
municipalities, and regional power author- 
ities also have sued the manufacturers 
in the wake of the government’s success- 
ful prosecution of 29 manufacturers 


and forty-five of their executives. 

Philadelphia Electric entered 11 suits 
in U. S. district court against 24 of the 
29 companies involved in the case. The 
utility asked for triple damages on over- 
charges for equipment though it said the 
exact amount had not vet been deter- 
mined. It noted, however, that during the 
period of time covered by the suits, from 
1956 into 1960, the company bought about 
$68 million worth of equipment from the 
defendants. 

Philadelphia Electric filed its suits on 
behalf of about 25 public utilities furnish- 
ing electric service to consumers in Penn- 
sylvania. These “class actions’ leave the 
door open for other utilities in the state 
to intervene in any or all of the com- 
plaints. 


Texas 


Transportation Study Asked 


A LEGISLATIVE council study of the mass 


transportation problems of Houston 


and other major metropolitan areas has 
been requested by the state house of rep- 
resentatives. Representative Henry C. 
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Grover of Houston, author of the reso- 
lution requesting the study, said it should 
recommend laws necessary to meet the 
transportation crisis and to ease conges- 
tion in the downtown areas of Texas 
cities. 

He noted that more than 7 million cars 
will be registered in Texas by 1972, if 
present trends hold up. That would be ap- 
proximately double the number now regis- 
tered. 


Grover said the future welfare of 
our cities “depends upon the streets of the 
business districts being cleared for the 
expeditious flow of people and goods with- 
in our cities.” 

He extolled mass transportation facil- 
ities as “the safest, most economical form 
of transportation available to the public” 
and said their efficiency in moving people 
from point to point is superior to that of 
privately owned cars. 


| Washington 


Asks Power Rate Study 


PETITION filed with the Washington 
State Utilities and Transportation 
Commission by a group calling itself the 
Committee for Equal Power Rates re- 
quested a cost-of-service study of power 
rates charged by Puget Sound Power & 
Light Company. 
The chairman of the committee said 
the company charges residents of Thurs- 


West 


Study of Comparative 
Rates Presented 

ao PARISON of public utility rates in 

West Virginia with those of other 
states was presented to the state legislative 
interim study committees by the West 
Virginia Public Service Commission. Sub- 
mitted to the legislature’s joint commit- 
tee on government and finance and the 
West Virginia Commission on Interstate 
Co-operation, the report deals specifically 
with telephone, natural gas, and electric 
rates in West Virginia in comparison with 
other states. 

The gas utility table presented by the 
commission showed that the typical cost 
of 30,000 cubic feet of gas in Charleston 
would be $22.93. This cost was compared 
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ton county higher rates than residents of 
King and Pierce counties outside Seattle 
and Tacoma for the same type of electric 
service. The petition submitted to the com- 
mission was supported by signatures of 
3,725 Thurston county residents. 

The petition asked that the Thurston 
county rates be reduced if the requested 
study does not show justification for the 
existing rate. 


Virginia 


with prices in 16 cities in ten other states. 
The costs ranged from $9.63 at Amarillo, 
Texas, in the heart of a gas field, toa 
high of $61.63 at West Palm Beach, 
Florida. The commission’s electric rate 
table showed substantially less variance 
among 21 cities in 11 states. 

One table presented with the report 
showed that Chesapeake & Potomac Tele- 
phone Company rates in Charleston, 
Huntington, and Wheeling generally are 
higher than rates charged by other com- 
panies in 17 cities in 11 states included in 
the survey. But a second table included 
states with terrain and population den- 
sities similar to West Virginia and in these 
instances the rate differential was not so 
wide. 





Progress 
of 


Regulation 





Trends and Topics 


Dues as an Operating Expense 


Pao question of allowing dues paid to chambers of commerce or other 
organizations as an operating expense has arisen in several decisions 
over a period of years. The Michigan commission recently allowed chamber 
of commerce dues to be included in the cost of service of a gas company, 
although objection had been made to such allowance as well as to allow- 
ances for charitable contributions and donations to aid industry (38 PUR3d 
355). The cost of participating in state and local chambers of commerce 
had been allowed in earlier cases (36 PUR3d 289). 

The question of allowing donations to aid industry or economic develop- 
ment is discussed in 68 Pustic Utiities FortNicHTLy 273 (August 17, 
1961), while the subject of charitable contributions is discussed in 65 PusBtic 
Urtitiries FortnicHTLy 873 (June 9, 1960). As stated there, these ex- 
penditures are grouped together in some cases. The immediate question here 
is whether dues, as distinguished from contributions, are allowable. 

Some dues have been excluded in several states; for example, in Arkansas 
(2 PUR3d 1), California (21 PUR3d 48), Florida (37 PUR NS 440), 
Indiana (PUR1925C 431), Missouri (8 PUR3d 490; 20 PUR3d 195), and 
Washington (12 PUR NS 178); but other dues have been allowed. 


Payments to Business Organizations 


The Tampa Utility Board, although disallowing payments to social, lunch- 
eon, and country clubs, allowed payments to Edison Electric Institute, 
Illuminating Engineering Society, Southeastern Metermen’s Association, and 
American Institute of Electrical Engineering, since these had a relation to 
the electric light business (37 PUR NS 440). 

The Indiana commission ruled that the cost of membership in civic asso- 
ciations by a street railway company, complying with a commission ruling 
that only one membership in each such association should be included, was a 
proper operating expense (PUR1931D 455). 

The New York commission, in fixing rates for Rochester Gas & Electric 
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Corporation, allowed some dues and subscriptions. It was said that the 
charges unquestionably fell in the category of contributions for the better- 
ment of the social and economic conditions in the communities served. The 
commission disallowed payments to certain organizations but allowed 
amounts consisting mainly of dues and contributions to “various utility 
associations and research organizations.” (33 PUR NS 393.) The commis- 
sion had expressed similar views previously (PUR1933B 205; 18 PUR NS 
65). 

The Washington commission ruled that club dues for memberships in 
organizations not reasonably related to the operation of the utility should 
not be included in operating expense, but it allowed expenditures for pay- 
ments to the American Gas Association, Pacific Coast Gas Association, and 
the National Safety Council (3 PUR NS 433). The commission, in a water 
rate case, ruled that inclusion of membership dues and payments to commer- 
cial and civic organizations should not be included as operating expenses, 
except payments to the American Water Works Association, a trade organi- 
zation (8 PUR NS 293). The commission, in fixing electric rates, said that 
payments to civic organizations are not proper charges to ratepayers through 
the medium of operating expenses (12 PUR NS 178). The commission, 
in fixing rates for steamboat companies, allowed dues paid to a state ship 
owners’ association (21 PUR NS 177). 


Proof As to Business Purpose 


The Tampa Utility Board, in reviewing rates for Tampa Electric Com- 
pany, disallowed dues as to which the company had offered no evidence 
justifying a charge to ratepayers inside the city of Tampa. The commission 
said that the ratepayers derived no benefit from payment of such items as 
$3,000 to the Tampa Chamber of Commerce, $625 to the State Chamber 
of Commerce, and smaller amounts paid to Palma Ceia Golf Club, Rocky 
Point Golf Club, Tampa Yacht & Country Club; and like sums to other 
social, luncheon, and country clubs. Allowance was made, however, for dues 
paid to technical associations having some relation to the electric light busi- 
ness (37 PUR NS 440). 

The New Jersey commission allowed membership dues paid by a telephone 
company where it was shown that they were reasonable and had a beneficial 
effect upon the creation of service (24 PUR3d 181). 

The New York commission disallowed dues of various officials and em- 
ployees in chambers of commerce and various clubs where the commission 
thought this violated a statute prohibiting donations for the betterment of 
social or economic conditions (29 PUR NS 391). The commission, in an 
earlier case involving rates of Brooklyn Borough Gas Company, said that 
charitable contributions must not be shifted to consumers, but there was a 
line between dues and similar costs incurred by management in connection 
with industry as distinguished from other items. Costs incurred in connec- 
tion with industry were said to be properly chargeable to operating expenses, 
although payments to charitable and civic organizations not connected with 
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the gas industry but for promoting social welfare were not proper charges 
to operations (21 PUR NS 353). 

The North Dakota supreme court disapproved the commission’s allowance 
of a specific sum for dues and donations where an itemized list had been 
presented and the commission found that some but not all of the dues and 
donations were properly chargeable to operating expenses without specifying 
which were proper and which were not. The court said that in the absence 
of any claim of bad faith, or that the expenditure for any particular purpose 
was excessive, this was an attempt to control the management of the utility 
and beyond the powers of the commission (39 PUR NS 219). 

The Pennsylvania commission excluded from operating expenses of 
Peoples Natural Gas Company dues paid to the Natural Gas Men’s Asso- 
ciation where there was an absence of information as to services received 
for these payments, although the treasurer of the corporation was also 
auditor of the association (43 PUR NS 82). 


Memberships in Social Clubs 


A distinction has been drawn between dues paid to strictly business or- 
ganizations and organizations characterized as social clubs. Dues paid to 
social clubs have been disallowed as an operating expense in California (35 
PUR3d 300), the District of Columbia (48 PUR NS 437), Florida (37 
PUR NS 440), Indiana (PUR1925C 431), Michigan (36 PUR3d 289), 
New York (18 PUR NS 65), North Carolina (34 PUR3d 1), and Texas 


(9 PUR NS 33). 

The District of Columbia commission, in fixing rates for the Potomac 
Electric Power Company, disallowed dues paid to Optimist Club, Rotary 
Club, Lions Club, Soroptimist Club, and Board of Trade (48 PUR NS 437). 

The Michigan commission, although allowing chamber of commerce dues, 
held that dues for employee memberships in service and social clubs should 
not be allowed, even though a company receives certain business advantages 
from such employee memberships and they are a proper business expense 
(36 PUR3d 289). 

The New York commission said that there was no reason why consumers 
of gas and electricity should be required to pay membership dues and house 
charges in clubs, athletic associations, and social organizations (18 PUR 
NS 65). 

In a case before the Texas commission the company claimed an expense 
for club dues to golf and country clubs, business and professional clubs, 
luncheons, and small donations. The commission said it was probably the 
practice of the company to pay the club dues and luncheon dues of some of 
its employees, but the commission thought those dues should be taken care 
of out of profits or by the employees themselves (9 PUR NS 33). 
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Review of Current Cases 


Electric Company Not Liable for Conversion of Customer’s 
Facilities to Cycle and Voltage Change 


HE New York commission ruled that 
New York State Electric & Gas Cor- 
poration properly refused to bear the cost 
of an industrial customer’s conversion of 
equipment necessitated by a change in 
power provided by the company from 
25 cycles to 60 cycles and a change in 
voltage from 11,500 to 34,500. It ap- 
peared that the cost of converting the 
customer’s equipment would amount to 
about $400,000, of which $300,000 would 
be applied to adapting electric motors 
and furnaces to 60-cycle service, and 
$100,000 would be expended for a sub- 
station and equipment for transforming 
the 34,500 volts to a usable voltage. 
The customer has received 25-cycle 
service since 1910 from the company 
and its predecessors. During this period 
the company has been dependent upon 
Niagara Mohawk Power Corporation and 
its predecessors for 25-cvcle power. The 
instant conversion to 60-cycle service is 
the ultimate result of the collapse in 1956 
of Niagara Mohawk’s Schoellkopf plant, 
the major source of 25-cycle power in 
western New York. The company’s sup- 
ply of power at 25 cycles was reduced 
by 50 per cent at the beginning of this 
year and will be completely terminated 
at the end of 1962. In connection with 
the conversion, voltage will be changed. 


Contentions of Parties 


The company contended that it has 
no legal duty to provide a particular type 
of service so long as its service is ade- 
quate. It disclaimed any duty to provide 
25-cycle power upon termination of its 
supply by Niagara Mohawk and, conse- 
quently, no duty to bear the cost of con- 
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verting customers’ equipment under the 
present circumstances. 

The customer, on the other hand, urged 
that once a utility inaugurates a particu. 
lar type of service and its customers have 
adapted their facilities to such service, 
the utility is obliged to continue the serv- 
ice or assume the cost of converting cus- 
tomers’ facilities. That the company 
chose to obtain 25-cycle power from Ni- 
agara Mohawk rather than to generate 
its own was said to be immaterial. Fi- 
nally, the customer asserted that the use 
of 34,000-volt service was the company’s 
voluntary decision. 


Spreading Cost of Conversion 


The commission observed that the prin- 
ciples generally applicable where an ad- 
vancement in the arts dictates a conversion 
by a utility to a more efficient type of 
service are not founded upon any ex- 
pressed or implied obligation on the part 
of the utility to provide a particular type 
of service. They are merely an applica- 
tion of the statutory requirement that a 
utility provide adequate, just, and rea- 
sonable service on a nondiscriminatory 
and nonpreferential basis. 

Ordinarily, upon a conversion from 
one type of electric or gas service to 
another, a utility ought to bear a portion 
of the cost of converting or adapting the 
equipment of its customers to the new 
service. The reason for this obligation 
is that a change in type of service gen- 
erally is undertaken in the interest of 
more efficient operation with resultant 
benefits to both the utility and the con- 
sumers. 

The utility alone is in a position 
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to spread the cost of these benefits among 
the consumers. 


Cost Spreading Not Applicable Here 


But these principles, said the commis- 
sion, have no application to the instant 
case involving extraordinary circum- 
stances. The conversion from 25-cycle 
to 60-cycle service was dictated by cir- 
cumstances beyond the company’s con- 
trol. While some benefit will accrue to 
the company from the conversion, the 
benefit to the consumers as a whole is 
insignificant when compared with the cost 
in this instance. The cost of converting 
the facilities of all of the large power 
users taking 25-cycle service in the com- 
pany’s western New York division would 
be in the millions of dollars. The small 
customers of the company, who will 
receive no appreciable benefit from the 


e 


subject conversion, should not be saddled 
with its high cost in the form of in- 
creased rates, the commission declared. 

The same considerations were held to 
apply equally to the company’s refusal 
to bear the expenses resulting from its 
failure to continue to supply voltage low- 
er than 34,500 volts. There is nothing 
arbitrary in the company’s decision to 
render uniform service in a particular 
area, and an exception should not be 
made for the benefit of one customer in 
preference to, or to the detriment of, 
others. In any event, it was noted that 
the complainant will enjoy a considerable 
saving under a tariff provision allowing 
a 10 per cent reduction in demand charge 
where the customer provides its own 
transforming equipment. Simonds Saw 
& Steel Co. v New York State Electric 
& Gas Corp. Case 21561, June 29, 1961. 


Electric Co-operative Has No Standing to Restrain 
Competition by Regulated Company 


i ee South Carolina supreme court 
ruled that the commission had no 
jurisdiction to entertain a petition by an 
electric co-operative for a cease-and-de- 
sist order against a privately owned elec- 
tric company which had _ undertaken 
construction and operations, without new 
certificate authority, in a new housing 
development adjacent to the respective 
territories of the co-operative and the 
company. The court also held that .the 
co-operative had no standing to seek a 
cease-and-desist order in this case. The 
commission had denied the petition. 


No Injury to Co-operative 


It appeared that the company was not 
required to obtain new certificate au- 
thority for its extension into the adjacent 


housing development in view of a statute 
exempting from certification “an exten- 
sion into territory contiguous to that al- 
ready occupied by it and not receiving 
similar service from another electrical 
utility.” It was held that a co-operative 
is not an “electrical utility.” The term 
means a utility which is subject to com- 
mission regulation. 

Another statute allowing “any inter- 
ested person, corporation, or municipal- 
ity’ to complain against unauthorized 
construction or operation by an electric 
utility does not include a co-operative. 
An “interested” person or corporation, 
said the court, is one who has a legal 
right which will be injuriously affected 
by the proposed construction or operation. 
Since the co-operative has no exclusive 
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franchise to serve the area in contro- 
versy, no legal right is invaded by a 
utility’s competition. 


Competition with Co-operatives 


An electric co-operative may fix its 
own rates, extend or discontinue its serv- 
ice at will, and enter any rural area 
regardless of whether such territory is 
then being adequately served by a pri- 
vately owned electric utility, said the 
court. 

Co-operatives are free of any con- 
trol by the commission and are governed 
solely by their members. But the legis- 
lature, in granting these unusual privi- 
leges, did not undertake to give a 
co-operative an exclusive right to serve 
anywhere, and did not relieve privately 
owned utilities of the duty to supply elec- 
tricity within economic reach of their 
lines even though a co-operative is in a 


position to render such service. Nor did 
the legislature undertake to compel those 
needing electricity to become members of 


e 


a co-operative as an alternative to going 
without service. 

The purpose underlying the statutory 
provisions is to prevent competition be. 
tween utilities rendering service of the 
same kind, so as to eliminate waste in- 
cident to a duplication of facilities. But 
these considerations do not apply to co- 
operatives because they are given an 
unrestricted right of competition. 

Under the appellant’s view of the law, 
the court observed, a co-operative would 
be enabled to maintain a monopoly. It 
could prevent the entrance of a private 
utility into an area which it was serving 
and compel those needing electric service 
to buy from it. There would be no means 
of relief from inefficient service or ex- 
orbitant rates, for co-operatives are not 
regulated. It could not be presumed that 
the legislature intended a situation of this 
kind so prejudicial to the public interest. 
Black River Electric Co-op., Inc. v South 
Carolina Pub. Service Commission ct al. 
120 SE2d 6. 


City May Charge Higher Rates to Nonresidents 


7. supreme court of Washington 
overruled objections by a water dis- 
trict to higher rates charged by the city 
of Bremerton outside of city limits. The 
district formerly owned its water system 
and supplied water to residents of the 
district, 

Later, the district conveyed the wa- 
ter distributing system to the city. Rates 
were restricted for a three-year period, 
which had expired. 

The district contended that political 
boundaries alone do not justify a differen- 
tial in rates between customers who re- 
side within and those beyond the fixed 
boundary, and that different rates re- 
sulted in unconstitutional discrimination. 
The court, however, said that the legisla- 
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ture recognized the propriety of different 
rates to different classes of consumers. 
The applicable law permits a city, in 
classifying customers served, to consider 
location within and without the city or 
town. 

Rates established by city ordinance 
were identical for all users within each 
class, and the court said that when dis- 
crimination in rates charged a particular 
class is claimed, the burden of proof rests 
upon the one who asserts it. The evidence 
failed to establish that the class of patrons 
residing outside the city boundaries could 
be served by the city as economically as 
those residing within its corporate limits. 
Phinney Bay Water Dist. et al. v City 
of Bremerton, 362 P2d 358. 





T; 


opera 
with 
no ju 
electr 
ity a 
stand 
trical 
desist 
invac 
Th 
missi 
burg 
into | 
the ¢ 
and 
the 
and 


PROGRESS OF REGULATION 


Co-operative Has No Standing to Seek Cease-and- 
Desist Order against Municipal Encroachment 


jie South Carolina supreme court 
dismissed an appeal by an electric co- 
operative from a judgment which agreed 
with the commission that the latter had 
no jurisdiction to regulate or restrict the 
electrical utility operations of a municipal- 
itv and that the co-operative had no 
standing under the South Carolina Elec- 
trical Utilities Act to ask for a cease-and- 
desist order against the municipality for 
invading the co-operative’s territory. 
The co-operative had asked the com- 
mission to restrain the city of Orange- 
burg from extending its utility operations 
into an area outside the city limits which 
the co-operative claimed to be occupying 
and serving. The commission sustained 
the city’s objections to its jurisdiction 
and to the standing of the co-operative to 


Commission Decision on 


A’ order of the Pennsylvania commis- 
sion denying an application for ap- 
proval of the installation of automatic 
flashing light signals and short-arm gates 
in liet of the protection presently af- 
forded by a crossing watchman on duty 
twenty-four hours daily at a crossing at 
grade was upheld by the Pennsylvania 
superior court. The court said that in 
matters of this nature the power of the 
commission is broad and_ exclusive. 
Courts are reluctant to substitute their 
judgment for that of the commission. It 
is only in cases involving a manifest and 
flagrant abuse of discretion that courts 
are warranted in reversing the commis- 
sion. The appellant’s argument appeared 
to be based on the contention that there 
was no evidence in the case to show the 
merits of the old system and, therefore, 
the commission abused its discretion by 


€ 


seek a cease-and-desist order in the mat- 
ter. The co-operative then brought a 
judicial action to set aside the commis- 
sion’s order. On both jurisdictional 
grounds the trial court affirmed the com- 
mission. 

The high court of South Carolina con- 
sidered it unnecessary to determine 
whether the commission is empowered to 
restrict or regulate the electrical utility 
operations of municipalities outside of 
their corporate limits. It was sufficient 
that the co-operative had no standing to 
seek the cease-and-desist order under the 
Electrical Utilities Act. Therefore, on 
this ground the lower court was affirmed 
and the proceedings dismissed. Tri- 
County Electric Co-op. v Snow et al. 120 
SE2d 14. 


Crossing Protection Upheld 


351 


ignoring the only evidence in the case, 
which related to the merits of the pro- 
posed new system. The court could not 
accept this argument, unless it was “pre- 
pared to say that in every case automa- 
tion is better than personal supervision.” 
The record contained evidence in sup- 
port of the order. It was admitted that 
the present system had stood the test of 
time and that by its use a perfect no- 
accident record had been established at 
the crossing for more than five years. 
There was no evidence that conditions 
at the crossing had changed or would 
change in the future. The advantage of 
the present system was said to be the per- 
sonal attention and warnings by voice 
and bell frequently given to users of a 
crossing by attendants at the gates. New 
York C. R. Co. v Pennsylvania Pub. 
Utility Commission, 171 A2d 635. 
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Competition Question Not Involved in Authorization of 
Transmission Line by Public Power District 


7 Nebraska supreme court over- 
ruled a commission decision that Con- 
sumers Public Power District should not 
be authorized to build an electric trans- 
mission line. Twin Valleys Public Power 
District objected to approval of the ap- 
plication, contending that the commission 
has statutory power to prevent a dupli- 
cating construction. The court disagreed. 

The primary issue was said to be 
whether the commission had the power 
to prescribe the territory in which a “pub- 
lic power company” may render service. 
The Constitution invests the commission 
with the regulation and general control 
of common carriers. These two power 
districts, although public utilities, are not 
“common carriers.” 


The court concluded that the commis- 
sion’s power to prohibit construction of 
a transmission line must be based upon 
a finding that a proposed line does not 
conform with the statutes relating to 
safety and efficiency. A provision that 
the commission shall take into considera- 
tion the fact of the “prior occupancy of 
the senior company,” according to the 
court, cannot be construed as a grant of 
power to control and regulate public 
utilities, particularly “public power com- 
panies.” The commission is to see to it 
that transmission telephone and telegraph 
lines already in the area are protected as 
to their safety, operation, and efficiency. 
Re Consumers Pub. Power Dist. 109 
NW2d 372. 


Discontinuance of L.C.L. Railroad Service Disapproved 


es Missouri commission disapproved 
a proposed railroad tariff which 
would restrict service at certain stations 
to “carload freight only, except that less 
than carload freight will be handled when 
loaded with carload freight or in lots of 
6,000 pounds or more to one consignee 
or from one consignor, provided it is 
unloaded by consignee or loaded by con- 
signor on public team or private industry 
tracks and does not require freight house 
handling.” 


Purpose of Proposed Tariff 


The railroad claimed that the purpose 
of the tariff was not to provide for dis- 
continuance of lL.c.l. shipments of less 
than 6,000 pounds but to provide that 
any such shipments that are handled will 
be charged for as 6,000 pounds and that 
such provision was published in an effort 
to make its l.c.l. business compensatory. 
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The company has no other tariff that 
provides shipments weighing less than 
6,000 pounds will be accepted and charged 
for as such. Its only provision for a 
minimum charge on I.c.1. shipments is the 
minimum charge rule which provides that 
the minimum charge on an l.c.1. shipment 
will be the applicable rate multiplied by 
the actual weight but in no case less than 
$4. The commission concluded that as 
published the proposed tariff clearly con- 
stituted a restriction against the acceptance 
of lc. shipments weighing less than 
6,000 pounds and could not be construed 
as a provision for accepting such ship- 
ments provided they are charged for as 
6,000 pounds. It pointed out that a car- 
rier may not lawfully collect or charge 
a greater or less or different rate for 
service it performs than the charges set 
out in its tariff. Whenever charges are 
based on actual weight, a carrier has just 
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as much responsibility to correct a billed 
weight if it is more than actual weight 
as it does to correct a billed weight that 
is less than actual weight. 


Discrimination Question 


It was the railroad’s offer to make 
whatever tariff changes might be deemed 
necessary by the commission to effect its 
purpose of continuing to accept l.c.l. 
shipments weighing less than 6,000 
pounds at the stations involved in this 
proceeding, but to make a charge there- 
for on the basis of 6,000 pounds. This 
would require a change in the tariffs, but 
such a provision would involve long- and 
short-haul rule departures. For example, 
a shipment could be made from St. Louis 
to Eldorado Springs for as little as $4 
but to the intermediate point of Clinton 
a shipper would be required to pay for 
6,000 pounds or, for class 70, a charge 
of $86.40. It would be possible that such 
shipments could be identical except for 
destination. The commission held that 
there was nothing in this record to war- 
rant such discrimination. 

Furthermore, the evidence did not e¢s- 
tablish that charges which would be made 
for any shipment weighing less than 
6,000 pounds to or from the affected 
stations would be more commensurate 
with the cost of providing the service 
than present charges or that the resulting 
charges would be otherwise just and rea- 
sonable. As a matter of fact, for any 
such shipment of 338 pounds, which was 
the average weight handled in February, 
a charge based on 6,000 pounds would 
be exorbitant. 


Service Obligation 

The record in this case indicated that 
the railroad was handling very few, if 
any, l.c.l. shipments weighing 6,000 
pounds or more to the stations involved. 
Thus, for all practical purposes the pro- 
posed tariff would constitute discontinu- 
ance of l.c.l. service to these stations. 
The commission noted that as a common 
carrier, the railroad has a duty to pro- 
vide service to the people of the territory 
occupied and that there is more to be 
considered than the question of a loss on 
a certain type of shipment in determin- 
ing whether the carrier should be author- 
ized to discontinue a portion of its 
common carrier service. A carrier’s serv- 
ice obligation cannot always result in a 
profitable operation on each and every 
shipment handled. 

The company no longer provides pas- 
senger or express service facilities and is 
now a common carrier of freight only. 
If the company were permitted to dis- 
continue the handling of shipments weigh- 
ing less than 6,000 pounds, it would cease 
to be a common carrier of freight to a 
large segment of the shipping public. It 
concluded that it was contrary to public 
interest to allow the railroad to discon- 
tinue this service. 

The commission said that so long as 
the railroad continues to provide a com- 
mon carrier freight service at its stations 
such service should be a complete one for 
both L.c.l. and c.l. shipments and that the 
rates published for such service should 
be free of discrimination and otherwise 
just and reasonable. Re Missouri-K.-T. 
R. Co. Case No. 14,668, June 29, 1961. 


Intervention by State Commission in FPC Gas Case 
Requires Only Notice of Intervention 


b hes federal appeals court for the Dis- 
trict of Columbia ruled that a state 


commission may intervene in a Natural 
Gas Act proceeding before the Federal 
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Power Commission merely upon giving 
notice of intervention. The court set 
aside an order by the federal commission 
denying intervention by the New York 
commission, upon such notice, in certifi- 
cate cases involving natural gas producer 
sales and rates in Texas and Louisiana. 

None of this gas would go to New 
York, but in denying intervention the 
federal commission assumed the truth of 
the state agency’s allegations that the 
fields from which the gas originates are 
important sources of supply for pipelines 
serving New York. It was argued that 
the price of New York gas would be 
affected by the price authorized in the 
certificates requested in these cases. The 
Federal Power Commission took the po- 
sition that the state agency was entitled 
to intervene only upon showing an inter- 
est over and above that evidenced by the 
filing of a notice of intervention, and 
that it failed to make such a showing. 


Statute and Rules 


Section 15(a) and (b) of the Natural 
Gas Act, 15 USCA § 717 n(a) and (b), 
permissively provides that the commis- 
sion, in accordance with such rules as it 
may prescribe, “may admit as a party 
any interested state, state commission . . . 
or any other person whose participation 
in the proceeding may be in the public 
interest.’’ Under the federal commission’s 
rules, intervention may be initiated “by 
the filing of a notice of intervention by 
a state commission, including any regu- 
latory body of the state or municipality 
having jurisdiction to regulate rates and 
charges for the sale of . . . natural gas 
. . . to consumers within the intervening 
state or municipality. 

“We read this language as meaning 
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what it says,” the court declared. It per- 
mits a state commission to participate as 
intervener by filing a notice of interven- 
tion. No application for permission js 
required. The state commission initiates 
its own participation as intervener jn 
behalf of consumers. The court con- 
trasted this intervention with that al- 
lowed other parties, who may intervene 
only on “order of the commission upon 
petition to intervene.” Such other parties 
must show a right or interest of such a 
nature that intervention is necessary or 
appropriate to the administration of the 
statute. 

The federal commission’s rules relating 
to co-operation with state commissions, 
pursuant to statutory policy, provide that 
an interested state commission may in- 
tervene as a matter of right. The inter- 
ested state commission thus referred to, 
said the court, is a state commission in- 
terested in utilizing the co-operative 
procedures of the act. Again, only the 
filing of a notice of intervention is re- 
quired. 


Concurring Opinion Cites Discretion 


A concurring judge expressed the opin- 
ion that a state commission desiring to 
intervene must make a showing that it 
is interested. He thought, however, that 
the New York commission made a suffi- 
cient showing of interest. Section 15 of 
the act, he said, plainly grants to the 
commission a discretion, the exercise of 
which turns upon whether or not a state 
commission demonstrates an interest in 
pending proceedings. He urged that the 
rules and the statute be read together. 
New York Pub. Service Commission v 
Federal Power Commission, Nos. 153066, 
15854, 15910, June 15, 1961. 
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Favored Nation Clause Not Activated by Gas Price 
Derived from Pre-existing Contract 


O* remand from the Supreme Court 
(34 PUR3d 219), the federal ap- 
peals court for the third circuit under- 
took to determine two further questions 
in the controversy between Shell Oil 
Company and Texas Gas Transmission 
Corporation over producer rates. 

Shell had a contract with Texas Gas 
providing for a price of about nine cents 
per Mcf, subject to a “favored nation” 
clause. In 1943 Texas Gas had contracted 
with Atlantic Refining Company for gas at 
a specified price for the first five years and 
for succeeding five-year periods at prices 
to be determined at the beginning of each 
period. The 1943 contract provided that 
if the parties were unable to agree on 
any periodic increase, the matter should 
be submitted to arbitration, and arbitra- 
tion procedure was specified. Negotia- 
tions between Atlantic and Texas Gas 
for the five-year period beginning in 1953 
terminated in a letter agreement in 1954 
providing for a price of 12.5 cents per 
Mcf. 

Shell contended that this letter agree- 
ment triggered its “favored nation” 
clause. The commission examiner agreed, 
but the commission reversed him (22 
PUR3d 94). The court of appeals va- 
cated the commission’s order, holding 
that the Texas Gas-Atlantic letter agree- 
ment triggered a price increase for Shell 
(28 PUR3d 164). 

The Supreme Court held that the ap- 
peals court erred in its interpretation of 
Shell’s “favored nation” clause and that 
the commission correctly construed it as 
not effecting an increase in price by rea- 
son of the Texas Gas-Atlantic letter 
agreement. It was noted that Shell con- 
ceded that its “favored nation” clause 
would not be triggered by higher prices 


paid by Texas Gas to other producers 
under pre-existing contracts by way of 
automatic increases or increases mathe- 
matically determined. 

Shell argued that the 1943 Texas Gas- 
Atlantic agreement did not provide for a 
fixed and determined price beyond the 
first five-year period, so that enforceability 
was suspended until the contract price 
for a particular succeeding five-year term 
was supplied by agreement or arbitration. 
From this premise, Shell contended that 
neither Texas Gas nor Atlantic was un- 
der any enforceable obligation to continue 
the prior relationship at the end of the 
second five-year period and that when the 
second five-year period came to an end 
and the two parties entered into the 1954 
letter agreement, they were not acting 
pursuant to any pre-existing obligation 
but were exercising their free choice to 
enter into what was, in effect, a new 
contract. 

The commission argued that there was 
no doubt about the enforceability of the 
1943 Texas Gas-Atlantic contract and 
that the issue was immaterial because 
the parties had treated the contract as 
binding. The appeals court had assumed, 
without deciding, that the 1943 contract 
was enforceable and held that the 1954 
agreement was a separate contract. 


Enforceability Issue Is Material 


The Supreme Court remanded the case 
to the appeals court to determine whether 
the enforceability issue was material and, 
if so, to pass upon its merits. If a price 
agreement for the third five-year period 
was not enforceable under the 1943 Texas 
Gas-Atlantic contract when the second 
period expired, the 1954 letter agree- 
ment between Texas Gas and Atlantic 


355 AUGUST 31, 1961 





PUBLIC UTILITIES FORTNIGHTLY 


triggered the Shell-Texas Gas escalation 
clause. Therefore, the question whether 
the 1943 contract was enforceable with 
respect to the 1954 price agreement, said 
the appeals court, was most material. 


Contract Held Enforceable 


On the question of enforceability of 
the 1943 Texas Gas-Atlantic contract, 
the appeals court pointed out that the 25- 
year continuity of the instrument was 
clearly expressed and that its intent to 
have binding prices throughout its term 
was evident. Starting with this purpose 
of the parties, the court went to the arbi- 
tration provisions—the key to the ques- 
tion of enforceability. It plainly appeared 
to the court that if arbitration were nec- 
essary to arrive at a price, the prescribed 
method would produce the contemplated 
price. And the mechanics of the stated 


procedure followed through acceptably to 
that end. 

The court rejected the idea that the 
flexible pricing arrangement of the con- 
tract made it severable to the degree that 
it would not come into effect with respect 
to the periods beyond the first until the 
actual price for each had been deter- 
mined. The motive behind the periodic 
price adjustments, it was noted, was 
recognition of the probabilities of normal 
price variation in gas during the long 
duration of the contract. It was held that 
the Texas Gas-Atlantic contract con- 
tained a valid, workable price-fixing 
standard. Therefore, Shell’s “favored 
nation” clause was not activated by the 
1954 price agreement of 12.5 cents, and 
the commission order was affirmed. Shell 
Oil Co. v Federal Power Commission, 
No. 12,568, June 15, 1961. 


Subpoena for Expert Testimony | Properly Denied 
In Pipeline Gas Supply Proceeding 


HE United States appeals court for 


the District of Columbia circuit af- 
firmed the Federal Power Commission’s 
refusal to issue a subpoena duces tecum 
to compel the production of certain ex- 
pert evidence relating to the feasibility 
of a local gas distribution project which 
required a gas supply from an interstate 


pipeline. Application of Blue Ridge Gas 


Company for a supply of natural gas 
from Atlantic Seaboard Corporation 
placed the feasibility of its proposed dis- 
tribution project in issue. The commis- 
sion was bound to protect present and 
potential users of Atlantic’s gas supply 
from the diversion of gas to a project 
which might be financially unfeasible. On 
this point Blue Ridge presented an engi- 
neering study. An intervener, who op- 
posed the application, requested a sub- 
« poena duces tecum for the production of 
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a report by the same engineer on the 
feasibility of an earlier but similar proj- 
ect for the predecessor of the present 
applicant gas company. The commission 
declined to grant the subpoena for expert 
testimony of this nature, in the absence 
of an agreement for appropriate com- 
pensation. 

The intervener contended that the com- 
mission should not have considered this 
compensation factor because the matter 
sought was allegedly relevant and ma- 
terial. The Administrative Procedure 
Act provides that “subpoenas shall be 
issued upon a statement or showing of 
general relevance and reasonable scope of 
the evidence sought.” Whether a sub- 
poena calling for testimony of this nature 
is of “reasonable scope,” said the court, 
is primarily a procedural problem for the 
commission, particularly since it is in a 
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better position than the courts to judge result, took the position that the sub- 
the proper method of compensation for poena should have been denied on the 
expert testimony. simple ground that the commission had 
The intervener also urged that the com- no jurisdiction to pass on the feasibility 
mission should have reopened the record of the local distribution project. Under 
to show changes in the rate schedules §§ 1(b) and 7(a) of the Natural Gas 
of Atlantic which might affect the feasi- Act, Judge Miller asserted, the commis- 
bility of the project. It was pointed out sion is not authorized to make an inde- 
that if the commission were required to pendent investigation concerning the eco- 
reopen in every such case, the consum- nomic feasibility of a local project but 
mation of the administrative process should only ascertain that it has been 
would be delayed interminably. legally authorized by state authority. Vir- 
a Ae : ginia Petroleum Jobbers Asso. v Federal 
Nonjurisdiction Discussed Power Commission, No. 15750, June 22, 


Chief Judge Miller, concurring in the 1961. 
& 


Appeal from Orders Amending Licenses Is 
Dismissed for Lack of Issues 


f Bex federal appeals court for the fifth It appeared to the court that the com- 
circuit dismissed petitions by Ala- mission had conceded the only point 
bama Power Company to review orders raised by the company: That the com- 


of the Federal Power Commission which mission’s orders did not unilaterally 
purported to amend licenses previously amend the existing licenses. Since the 
issued to the company under the Federal company did not seek to set aside the 
Power Act. The company had asked the commission’s orders, as orders, but mere- 
commission to amend its license to de- ly sought a determination that it was not 
velop power on the Coosa river in rela- bound by the proposed amendments not 
tion to the Jordan dam. Denying this accepted by it, the court found nothing 
request, the commission, without hearing, remaining for it to pass upon. Under 
undertook to amend the Jordan dam the Federal Power Act, it was pointed 
license in a manner wholly unacceptable out, the company may refuse to accept 
to Alabama Power, and also to amend alterations of its licenses, in which event 
two other existing licenses of the com- they are left unamended. 
pany. Alabama Power contended that ; 
these amendments were not binding and Dissent Would Protect Company 
that they could not be forced upon it. Judge Cameron agreed with the ma- 
The commission indicated that its or- jority that the company may refuse the 
ders of amendment would stand as final amendments and thereby leave the li- 
and binding unless attacked by petition censes unamended. But he disagreed with 
to the court to vacate them. It was also the proposition that the commission had 
indicated by the commission that its or- conceded the only point raised by the 
ders were proposed amendments which, company on appeal; i.e., that the com- 
if accepted, would be controlling in the mission’s orders did not unilaterally 
enjoyment of the licenses by the company. amend the existing licenses. By simply 
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dismissing the petitions for review, said 
the judge, the company is probably left 
with nothing to plead as res judicata in 
the event the commission should ever 
assert that its orders did unilaterally 
amend the licenses. 

Judge Cameron indicated that Ala- 
bama Power was not merely shadowbox- 
ing in this proceeding. The company has 
millions of dollars at stake in its proj- 
ects, so that it would naturally seek to 
avoid any jeopardy to its existing rights, 
or those in contemplation, in its effort to 
expand them. The federal administrative 
agencies, said the judge, “are disposed to 


e 


claim as much power as is humanly pos- 
sible under the law and in many cases 
power that they do not possess.” Nor 
have the courts been niggardly in ap 
proving their grasps of power, he added, 

The petitioner had asked the court to 
set aside the commission’s orders and 
modify them to show that the commis- 
sion recognized that the proposed amend- 
ments were not binding. General relief 
was also asked. Judge Cameron thought 
the ends of justice required that the pe- 
tition be granted. Alabama Power Co. v 
Federal Power Commission, Nos. 18658- 
18660, June 21, 1961. 


Redesign of Electric Facilities to Prevent Power Failures 
Recommended 


. [ ‘HE New York commission adopted 
the findings and recommendations of 
its principal electric engineer relating to 


steps to be taken by Consolidated Edison 
Company in order to prevent a recur- 
rence of a power failure such as occurred 
in New York city on June 13, 1961. The 
power failure had caused serious incon- 
venience and hardship to the public, oc- 
curring as it did during the 5 o’clock rush 
hour in the mid-Manhattan area. 

Two contingencies, that is, loss of two 
high-voltage feeder circuits resulting 
from the failure of two circuit breakers, 
occurred where only one contingency had 
been provided for. Four networks were 
out of service for periods varying up to 
about four and one-half hours. The 
service interruption was caused by failure 
of two recently installed circuit breakers 
which had a rating well above that re- 
quired for the load at the time of inter- 
ruption. There was no overload condition. 
The failure was due solely to defects in 
manufacture of the circuit breakers. The 
protective relay system had operated as 
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planned. With the first circuit out of 
service the network supply continued un- 
interrupted. 

Because the substations and their sup- 
ply circuits had been designed on a one- 
contingency basis, loss of the second sup- 
ply circuit resulted in interruption of 
supply to the networks. The engineer 
found that if the substations and their 
supply circuits had been designed by the 
second contingency criterion there prob- 
ably would have been no service inter- 
ruption. He concluded, however, that the 
faults in the circuit breakers could not 
have been found by any practicable in- 
spection procedures, and when _ these 
faults did cause an interruption, service 
was restored as promptly as safety con- 
siderations would permit. 

Because of the single contingency de- 
sign of network supply substations there 
is a distinct possibility of a recurrence of 
the service failure. Concurrent failure of 
high-voltage equipment on two supply 
circuits may result in an interruption. 
However, the cost of installation of a 
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two-contingency high-voltage system 1s 
quite high. For this reason and also be- 
catse the particular problem which 
caused the June 13th blackout in New 
York citv was thought to be relatively 
remote, it was felt in the past that a 
two-contingency design for network sup- 
ply substations would not be economically 
practicable. But recent experience has 
shown that the potential dual failure of 
network supply substations is a distinct 
reality. In view of far-reaching effect of 
such widespread service interruptions, it 
was therefore recommended that Consoli- 


dated Edison be directed to change the 
design of its bulk substations in high 
load density territory so that the loss 
of two substation transformers or their 
supply circuits at one time would not 
result in interruption of service from the 
related networks. In other words, said 
the commission, Consolidated Edison 
should be required to apply the second 
contingency concept now used in the low- 
voltage networks and their feeders to 
the design of bulk substations and their 
supply circuits. Re Consolidated Edison 
Co. of New York, Inc. July 19, 1961. 





Other Recent Rulings 


Taxes and Accelerated Depreciation. 
The Ohio commission, in authorizing a 
modified electric rate increase, continued 
its policv of passing on to ratepayers the 
federal tax savings resulting from the 
company’s use of accelerated deprecia- 
tion. Ohio Edison Co. v City of Mans- 
field, No. 27,029, May 26, 1961. 


Telephone Rate Increase. The Ohio 
commission authorized a telephone com- 
pany to increase rates to a level calcu- 
lated to yield a return of 5.5 per cent 
on a reproduction cost rate base, and, in 
doing so, it rejected the company’s argu- 
ment that it was entitled to a return of 
7.75 per cent. Re Ottawa Teleph. Co. 
Case No. 29,241, May 26, 1961. 


Air-conditioned Buses. In authorizing 
the D. C. Transit System, Inc., to con- 
vert its remaining rail lines to bus opera- 
tion, the District of Columbia commission 
required that the new buses to be pur- 
chased prior to the actual conversion date 
shall be air conditioned, the theory being 
that such a program will constitute an 


important improvement in the quality of 
service and will keep the company’s 
equipment in a state of efficiency cor- 
responding to the progress of the indus- 
try. Re D. C. Transit System, Inc. PUC 
Nos. 3648 et al. Order No. 4760, June 
21, 1961. 


Hawatan Airlines. The supreme court 
of Hawaii, on reviewing an air carrier 
rate order of the Hawaiian commission, 
held that pursuant to the statute provid- 
ing for admission of the state of Hawaii 
into the Union jurisdiction of the Civil 
Aeronautics Board over air commerce 
between places in the state of Hawaii was 
continued for a transitional period and 
that this federal-state arrangement con- 
stituted a valid means of furthering the 
orderly assumption of the state’s duties 
with respect to air carriers. Re Island 
Airlines, Inc. 361 P2d 390. 


“Transit Bus” Defined. An Ohio ap- 
peals court, reversing a lower court, ruled 
that a bus operating between several 
municipalities within a metropolitan area 
was a “transit bus” within the meaning 
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of a license tax statute applying to a 
“transit bus” providing service “primarily 
in a municipality or municipalities.” 
Greyhound Corp. v Jeffery et al. 175 
NE2d 111. 


Telephone Rate Increase. The Wis- 
consin commission authorized a telephone 
rate increase calculated to yield a re- 
turn of 6.6 per cent and, in doing so, 
allowed a higher maintenance cost than 
the average cost for telephone utilities of 
similar size and characteristics, saying 
that the higher maintenance cost was 
warranted for this company because of 
certain geographic problems in its operat- 
ing territory. Re New Franken Teleph. 
Co. 2-U-5567, June 23, 1961. 


Rate Discrimination. A telephone co- 
operative’s rate schedule which offered 
only one grade of service—namely, multi- 
party residence service—was discrimina- 
tory and unreasonable in that it failed 
to provide for a business classification, 
according to the Wisconsin commission, 
and, therefore, the co-operative was 
ordered to provide for a multiparty busi- 
ness rate in recognition of the higher 
calling rate and the greater value of 
service to business subscribers. Re Yuba 
Teleph. Co-op. 2-U-5555, June 30, 1961. 


Extended-area Telephone Service. The 
Wisconsin commission authorized Gen- 
eral Telephone Company of Wisconsin 
to establish extended-area service be- 
tween two exchanges and to increase 
rates in one of those exchanges where 
the new service was in the public interest, 
would not impair the efficiency of serv- 
ice at. the affected exchanges, would not 
provide facilities in excess of probable 
future requirements, and would not add 


to the cost of the service without pro- 
portionately increasing its value or 
availability, and the resulting return 
would amount to 5.34 per cent, such a 
return being deemed reasonable. Re 
General Teleph. Co. of Wisconsin, 2-U- 
5569, July 7, 1961. 


Trackless Trolley Extension Denied. 
The Wisconsin commission dismissed a 
complaint by the city of Milwaukee re 
questing that it order an extension of 
a trackless trolley route, upon a showing 
that the large expenditure which would 
be necessary to construct trackless trolley 
overhead, wires, supports, etc., was not 
economically justified at the time, and 
further that the company had plans for 
converting all of its trackless trolley lines 
to bus operation within a few vears. City 
of Milwaukee v Milwaukee & Suburban 
Transport Corp. 2-SR-3957, July 17, 
1961. 


Electric Rate Increase. The Columbus 
and Southern Ohio Electric Company 
was authorized by the Ohio commission 
to increase rates to a level calculated to 
vield a rate of return of 3.98 per cent 
where existing rates were yielding a re- 
turn of only 3.32 per cent, such a re- 
turn being deemed insufficient. Re Colum- 
bus & S. Ohio Electric Co. Case No. 
28,858, July 21, 1961. 


Rates for Extended-area Telephone 
Service. The Wisconsin commission 
granted the Wisconsin Telephone Com- 
pany a nominal rate increase for one of 
its exchanges to offset part of the loss in 
revenue resulting from the establishment 
of extended-area service to that exchange 
calling area. Re Wisconsin Teleph. Co. 
2-U-5583, July 24, 1961. 
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ice Men See 1961 
S-les Gains 
erally depressed sales 
he home appliance in- 
this year, the Gas Ap- 
facturers Association 
factory shipments of built-in gas 
sand gas central heating boilers 
appear to be headed for new 
sin 196] 
MA’s mid-year business fore- 
reflects the mounting optimism 
anufacturers that sales will be- 
progressively stronger, Edward 
artin, the trade group’s director 
arketing and statistics, explains. 
shipments of all gas appliances 
quipment in the final six months 
his year, he points out, are ex- 
lto average 18.5 per cent high- 
an they were in the first half. 
hen this year’s 12-month totals 
in, the gas equipment producers 
ct that in addition to setting new 
rds for built-in ranges and boil- 
their sales of water heaters and 
al heatine furnaces will be ex- 
ed only | the all-time highs set 
that equipment in 1959. 
accelerated sales activity 
1 contine and gain momentum 
! Mr. Martin says. Sub- 
tial unit ‘ncreases over the pre- 
bd 1961 |-els are anticipated for 
oduct lines on which 
tins statistical records. 
te, the rise could be as 
cr cent over the 1961 
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C: trol Devices 
electric power indus- 
» a $20 million annual 
mote control systems, 
market survey pre- 
e Associates, Inc. 
» James B. Bullock, 
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vice president of Moore Associates, 
Inc., the electric power industry is 
historically one of the pioneer users 
of remote control equipment. The in- 
dustry has traditionally used these 
systems for load dispatching, opera- 
tion of circuit breakers, substation 
transformer switching, and the re- 
mote start-up of computer directed 
steam turbine generators. As_ the 
power companies increase their kilo- 
watt capacity, the need for remote 
control and telemetering equipment 
will also increase. 

New advances in the power indus- 
try will require several new remote 
control products, Moore’s survey also 
found. Some of these products in- 
clude a select station, function, and 
command control system, an analog 
to digital convertor for telemetering 
of volts, amperes, etc., and relay-type 
control units for simple switching 
techniques requiring several monitor- 
ing or control functions at one point 
of a direct current loop. 

Moore Associates, Inc. is a pioneer 
in the design and development of solid 
state remote control and supervisory 
systems. They are a leading manu- 
facturer of such systems for indus- 
trial and military applications. 


Gas Turbines to Help Reno 
Utility Meet Peak Power 
Demands 


THE first of two 11,300 kilowatt 
gas turbine generator power plants is 
scheduled to go into service next 
November 15th at the Tracy substa- 
tion of the Sierra Pacific Power Com- 
pany 17 miles northeast of Reno, 
Nevada, it was announced recently. 
Vestinghouse Electric Corporation 
will supply the twin units, both self- 
contained and controlled automatical- 
ly, on a “turnkey” basis, which in- 
cludes installation. The second 11,300 
kilowatt gas turbine generator pack- 
age unit will be in operation at the 





Tracy substation during the second 
half of 1962. 

Both power plants will be tied into 
the electric system of Sierra Pacific 
Power, which serves west central 
Nevada and the eastern Sierra region 
of California. Unattended, the plants 
will be operated from remote loca- 
tions when needed to supply elec- 
tricity to meet peak seasonal demands. 

The gas turbines are being built in 
the Westinghouse steam division at 
Lester, Pa. The East Pittsburgh divi- 
sions of the company will furnish 
the generators and supervisory con- 
trols while the motor control centers 
and switchgear are being built at the 
Sunnyvale (Calif.) division of West- 
inghouse. 


Ebasco Services Names Bottcher 
Director of Manufacturing 
HERMAN F. BOTTCHER has 
been named director of manufactur- 
ing and operations services for the 
Management Consulting Division of 
Ebasco Services Incorporated, it was 
announced recently by Harold H. 
Scaff, vice president of the manage- 
ment consulting, engineering and con- 

struction firm. 

He succeeds John D. Cassidy who 
has been named director of industrial 
management consultation for the di- 
vision. 

Mr. Bottcher was formerly a senior 
consultant on Ebasco’s New York 
office staff. Before joining Ebasco, 
he held manufacturing and engineer- 
ing posts with E. R. Squibb & Sons 
and Aluminum Company of America. 


Southern California Edison 
Huntington Beach Station 
In Full Operation 

TWO new generating units at South- 
ern California Edison Company’s 
Huntington Beach steam station are 
now in full operation, making it the 
largest single power source on the 


(Continued on page 16) 
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Edison system, it was announced re- 
cently. 

With completion of the fourth 
unit, rated at 225,000 kilowatts, the 
station now has a total generating 
capacity of 870,000  kilowatts— 
enough electricity to serve a city of 
more than a million population, ac- 
cording to James F. Davenport, Edi- 
son executive vice president. 

The huge installation now repre- 
sents a total Edison investment of 
about $110 million, Mr. Davenport 
said. He termed the station “a model 
of engineering automation which 
utilizes all the latest advances in the 
art of producing electricity from 
steam.” 

According to the announcement, the 
Federal Power Commission rates 
Huntington Beach steam station as 
the second most efficient generating 
plant utilizing gas or oil as fuel in 
the nation—second only to Mandalay 
steam station, another Southern Cali- 
fornia Edison facility, near Oxnard. 

Among the technological advances 
which the station embodies 
“mechanical minds” for the two new- 
est generating units. These “minds” 
can remember as many as 2,000 jobs 
to be done in starting, stopping and 
assimilating data from the units’ op- 
eration, Mr. Davenport pointed out. 

Units 3 and 4, he noted, will be 
recorded as the first on the West 
Coast to be fully automated. 

Principal contractor in designing 
and erecting the station was Bechtel 
Corporation, internationally renown- 
ed engineers and constructors. 


Rome Cable Issues Booklet 


On Tubular Accessories 
For Overhead Conductors 
“ADVANCED Design Tubular Ac- 


cessories For Overhead Conductors,” 
is the latest publication for electrical 
utility engineering and purchasing de- 
partments, by Rome Cable Division of 
Aluminum Company of America. 

Revising and expanding previous- 
ly available material, the new book- 
let provides a comprehensive, con- 
venient listing of Alcoa tubular com- 
pression accessories for several types 
and sizes of conductors. 

Featured are suggested installation 
methods,- explanatory sketches, and 
tables listing dimensions, weight and 
filler compound requirements. Cov- 
ered is the full range of accessories 
—dead ends, joints, connectors, re- 
pair sleeves and tee taps. 

Copies of “Advanced Design 
Tubular Accessories For Overhead 
Conductors” may be secured from 


16 


are 


any Alcoa/Rome sales office, or on 
request to 789 Alcoa Building, Pitts- 
burgh 19, Pa. 


New Booklet on Outdoor 
Disconnecting Switches 
Offered by Westinghouse 


A 20-PAGE booklet on hookstick 
and group operated, 7.2- to 345-kv 
outdoor disconnecting switches is of- 
fered by the Westinghouse Electric 
Corporation. The well illustrated pub- 
lication describes the construction and 
applications of the switches, which 
include single- and double-throw, 
single- and multipole types with either 
manual or electrical operating mech- 
anisms. 

For a copy of Descriptive Bulletin 
36-250, write Westinghouse Electric 
Corporation, P. O. Box 2099, Pitts- 
burgh 30, Pa. 


"Electricity Powers Progress’ 
Electrical Week Theme 
“ELECTRICITY POWERS PRO- 
GRESS” ... will be the theme of the 
1962 observance of National Electrical 
Week, which is scheduled for Febru- 
ary 11-17, it was announced recently 
by the National Electrical Week Com- 

mittee in New York. 

The announcement was made by 
Harold A. Webster, president of the 
National Electrical Contractors Asso- 
ciation and Chairman of the National 
Electrical Week Committee, following 
a meeting of the full committee. 

Mr. Webster and the three officers 
who served to head the 1961 N.E.W. 
Committee were all re-elected for the 
1962 Committee at the same meeting. 
They are: T.O. McQuiston, vice pres- 
ident, Metropolitan Edison Company, 
who was re-elected vice chairman of 
the N.E.W. Committee; A. W. Hoop- 
er, executive director, National Asso- 
ciation of Electrical Distributors, re- 
elected secretary, and L. W. O’Brien, 
relations services, General Electric 
Company, re-elected treasurer. 

In announcing the theme, Mr. Web- 
ster said: “The electrical industry in- 
tends to concentrate its efforts during 
the next National Electrical Week on 
informing our nation of the vital role 
electricity plays in our economy, our 
national defense, and our determina- 
tion as a nation to improve the standard 
of living.” 

For the 1962 observance of National 
Electrical Week, the Committee will 
again distribute planning guides and 
materials for nationwide and local ob- 
servances of the Week. Last February 
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B&W Is Awarded Addition 
$211,000 Contract by AE( 
For Spectral Shift 
Reactor Project 
THE Babcock & Wilcox Com 
announced recently that it has § 
awarded a $211,000 contract by 
AEC for a plant analysis study 0 
heavy-light water moderated read 
known as the “Spectral Shift” 
trol Reactor. A $1,223,500 AEC 
tract for a basic physics study of 
reactor was awarded B&W last \ 

Under terms of the new con 
Babcock & Wilcox will work wit 
firm of Stone and Webster Engin 
ing Corp. to make an_ econ 
analysis of the reactor system for 
AEC. B&W will also study area 
system improvement and esta 
other criteria required for actual 
construction. 

Under the original contract, 
cessful physics studies have defn 
established that reactor «> 
accomplished by using ° 
tures of heavy and light 
by making it possible t: 
control rods out of the : 
power, company officials 

The Spectral Shift 
pected to increase the © " 
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ayton Po ver and Light to Establish Data 
nocessin. Senter, First in Utility Industry 

to £: ‘loy Magnetic Imprinting 
wer and Light Company plans to es- 
nic data processing center which, ac- 
inouncement, will be the first in the 
) use magnetic imprinting on customer 


INDUS! 


Dayton 
han elec 
ing to the 
industr’ 


hong dats -rocessing to be performed at the new 
venue accounting, general accounting 
studies. 

lar electronic system to be installed at 
© built around two NCR 315 computers 
vy The National Cash Register Com- 
1agnetic imprinting will make possible 
” of data into the computers. Magnetic 
iting is now being used by many banks to speed 
thandline procedures. 

amnounciig plans for the new system, James M. 
it, presideiit of Dayton Power and Light Company 
“Virtually all of our record-keeping procedures 
be speeded up and performed more efficiently 
the Center is placed in operation. This includes 
aeulation of bills for more than 525,000 electric 
kas meters installed throughout the West Central 


he volune of our paperwork and the need for 
rand more accurate information have been steadily 
sing with the continuous growth of the area,” 
Mr. Stuart, ‘and the new system will enable the 
any to continue to meet the growing service needs 
s customers.” 
key factor in the efficiencies to be provided by the 
im, scheduled for installation in the fall of 1962, 
unusual degree of integration, Mr. Stuart said. 
winted out that NCR will supply not only the 315 
ronic units, but all necessary auxiliary equipment 
reparing media for the computer. 
tr. Stuart said that DP&L systems specialists, 
ed by Samuel J. Schiml, vice president and comp- 
sistant comptrollers Arthur FE. Gerlaugh 
McCormick, have worked closely with 
computcr representatives for the past year in de- 
ng the Jata processing procedures to be used at 


president described the new electronic 
ogical step in keeping the company’s 
operations at the highest possible level 
ciency. {he utility already is one of the most 
ively «.cchanized in its industry and currently 
an exte ive amount of electro-mechanical equip- 
‘ounting operations. 
eed the vast volume of accounting facts 
‘ings into the new system, several types 
nent will be used. These machines will 
of transactions and automatically con- 
lation into punched tape which can be 
eed by the computer system. 
igs, new meter installations, changes of 
s for electric and gas appliances, and all 
ig transactions will be recorded on 13 
el bookkeeping machines and eight NCR 
‘pped accounting machines, each linked 
‘ers. As transactions are recorded, the in- 
itomatically punched in paper tape. The 


(Continued on page 18) 


BENCH 
MARKS 
FOR PUBLIC 
RELATIONS? 


The lack of “yes” or “no” answers in measuring 
public relations results makes it hard to evaluate 
the effectiveness of this important work. Often, 
Commonwealth’s public relations consultants can 
help establish bench marks for measuring and 
guiding company plans and programs. 

For your present or future public relations activi- 
ties, our specialists are available to help design 
programs or review proposed plans involving: 
Advertising and Publicity Government Relations 
Community Relations Stockholder Relations 

Customer and Dealer Relations 


Commonwealth 


SERVICES INC. ASSOCIATES INC. 


Management Consultants Professional Engineers 
New York,N. Y. Jackson, Michigan 


a s 
S Houston, Texas Washington, D. C. ad 
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data contained in the punched tapes 
are subsequently read directly into 



































the computer system. 


Monthly bills for electric and gas 


service will have a customer’s account 
number preprinted in magnetic-ink. 
Miscellaneous imprinting on new 


bills, final notices, and other forms 


will be accomplished by two NCR 
magnetic-ink encoders. 

When the bill stubs are returned 
for crediting of customers’ payments, 
they will be read by an NCR sorter- 
reader. The sorter-reader can feed up 
to 42,000 characters of information 
a minute directly into the computer. 
The computer posts the payments to 
customer accounts which are stored 
on magnetic-card files. Over 15,000 
payments can be electronically posted 
to customer accounts in 40 minutes. 

Other equipment in the system in- 
clude a high-speed paper tape reader, 
six magnetic-card memory units, two 
magnetic tape memory units, and two 
high-speed printers. 

The system, which is now being 
manufactured by NCR, will be leased 
by Dayton Power and Light Com- 
pany. 


EEl Power Survey 


ELECTRICAL generating equip- 
ment ordered by U.S. power systems 
from domestic sources for the first 
Ralf of 1961 showed a capacity in- 
erease of 28 per cent over the same 
period last year, according to the Elec- 
tric Power Survey Committee of the 
Edison Electric Institute. 

A total of 8,798,627 kilowatts of 
capacity was ordered by the end of 
une. compared with 6,874,045 kilo- 
watts ordered during the same period 
in 1960. This brings the total of addi- 
tions to generating capacity scheduled 
and on order for the years starting 
with 1961 up to 47,994,367 kilowatts, 
of which 36,690,850 kilowatts are in 
thermal units. 

Total orders for steam turbine-gen- 
erators by all types of purchasers rose 
78 per cent over a year ago, while 
steam generators (boilers) were off 
15 per cent. However, analysis of the 
current survey data indicates that the 
capacity of steam turbine-generators, 
100,000 kilowatts and larger, on order 
with domestic manufacturers by U.S. 
power systems for which boilers have 
not yet been ordered aggregates 
slightly more than 8 million kilowatts. 
All but one of these steam turbine- 
generators are scheduled for commer- 
cial operation during 1964 and later. 
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The individual number of generat- 


ing units ordered by U.S. power sys- 


tems totaled 69, a slight increase over 


last year. The relatively small gain 


in number of units compared with the 


capacity increase indicates a continu- 


ation of the trend toward the use of 


larger and larger units. 

The Committee noted that the 
amount of capacity represented by 
steam units in sizes below 100,000 
kilowatts for U.S. power systems is 
only 7.1 per cent, and that 83 per cent 
of the capacity ordered was in units 
of 150,000 kilowatts or more. 


New 2!/,-kva Voltage Regulator 
For Distribution Transformers 
Offered by Westinghouse 


A 23-kva_ self-contained automatic 
voltage regulator, called UNOREG, 
is offered by the Westinghouse Elec- 
tric Corporation. The new regulator 
and the earlier 14-kva units are de- 
signed for use on the low-voltage side 
of over 600 standard distribution 
transformer styles up through 50 kva. 

A compact, lightweight design for 
convenient pole mounting, UNOREG 
provides plus and minus five per 
cent regulation of 120/240-volt sec- 
ondary lines. Since it is a separate 
device, one style of the regulator can 
be used with a wide range of distri- 
bution transformers, saving up to 50 
per cent of present allowable invest- 
ment for reregulation. 

The two major areas of application 
for the device are: bucking the raised 
secondary voltage of individual distri- 
bution transformers located at the 
head end of a feeder; and boosting 
the secondary voltage of individual 
distribution transformers located at 
or near the end of a long or heavily 
loaded feeder. 

For further information, write 
Westinghouse Electric Corporation, 
P. O. Box 2099, Pittsburgh 30,Pa. 


New Line Arc-Proof Power Con- 
nectors Designed to Save 
Time and Money 


A NEW line of aluminum arc-proof 
power cable connectors designed to 
save utility companies time and money, 
improve their customer relations and 
improve lineman safety is being intro- 
duced by Steele Manufacturing Com- 
pany, Inc., Tyler, Texas. 

The “Steelco” aluminum arc-proof 
connectors can be installed “hot” in 45 
seconds, if necessary, with complete 


safety to the linem: 
W. O. Steele, presides: 

“The simple design 
the reason for their m 
Mr. Steele said. “Bi 
locking, three-piece 
not have to be disass: 
lation, the connector 
on either hot or de-« 
tors much faster i 
connectors. 

“Furthermore, the 
and spring action en 
tings make it imposs 
connectors in any wi 
way.” 

He said the con 
signed by Everette L; 
neer with a southwe: 
pany, and that the fitt: 
gone extensive tests f\ 

Catalogs and samp 
on request from Stee 
323 East, Tyler, Tex 
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Largest Transmission Cab 
Order Goes to Kaiser 


Aluminum 

NEARLY sixteen million pou 
aluminum electrical cable will be 
in Arizona Public Service Comp 
vast new 345,000-volt transm 
line to extend 300 miles fro 
“Four Corners” power plant in 
western New Mexico to Phoentx 
total amount is to be supplied by 
Aluminum & Chemical Sales, 

“‘As far as we are able to det 
this is the largest single order of 
minum transmission cable froma 
vate utility company 11 the histo 
our industry,” states J. C. Ferg 
director of marketing for Kaiser 
minum’s electrical conductor dvi 
Oakland. 

Fourteen-and-one-h«!f-million 
of aluminum conductor, steel 
forced (ACSR), measuring morem™,, 
an inch in diameter, II be util 
It is now being produ 
Aluminum at the comp 
Newark, Ohio, and wi 
two-mile lengths on % hice eff 
reels to the construct! = See 

Starting at the “! ur Come 
power generating plan at. 
run to a power plant nm seph TE ber of 
Arizona. From there a 
be constructed toa pot! 
where it will connect \ 
the Arizona Public Se 
system. 

This is believed to 
extra-high-voltage line 
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. enein Public Service to 
Add 125,000 Kilowatts 


500 kilos att electric:generating 
ta cost-ab. ut $20 million will be 
ekt capac’'y addition'to the pow- 
stem of \. isconsin Public Serv- 
Corporatio, it Was announced 
ily by Ho rold, P.« Baylor, -presi- 
: eT) ' 
he new cs acity.willabe «installed 
e Pulliam plarittin’Green*Bay. By 
the largest unit ever built by 
lic Service. it walequal nearly 50 
vent of the plarif’s*present capac- 
vhich totals 267,500 kilowatts. It 
increase Public sService’s total 
bating capacity: t6¥615,500_ kilo- 
S.| e : 
ne largest previous units installed 
p the®75,000. kilowatt, unit added 
elutility;s Waestonsplant in Mara- 
county# lst “November, and a 
lat75:000 kitéwatt “imit added to 
fiatn;plant in*1958. 
reliminar ‘design and engineer 
willtsoon’ be statted,-and the ac 
epnstructiong~ beginning with the 
ny'of the substructure foundation, 
get under way, next spring. The 
isexpected fo“be ready for serv- 
ate in:1964, @- + 
he size.and timing of this capac 
addition has just been decided as 
silt‘of jointéstudies by engineers 
heWisconsin Public Service Cor 
ation and ‘the. Wisconsin” Power 
Light’ Company.=It will be the 
t mit planned? by the*two compa- 
under the terms of the power 
agreement completed early this 
r Last January, the two compa- 
contracied to pool their power 
following about five years 
termine the practicabili 
ivf such an arrange 


Without 


eT pt 01; 


he flexibility afforded by 
. it would not be feasi- 
add sich a large unit,” Mr. 
“Larger units offer 
icy, and* permit longer 
ween, plant additions. 
capacity temporarily 
be sold to the other 
ur pool. Thus power 
ly promises important 
ich will help offset other 
costs. 


bling alr: 
momies \ 
ily risi 
We need these new economies to 
}) the seliing price of electricity to 
Custome:s as reasonable as possi 
Lhe added. 
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Southern California Edison 


Plans 310,000-Kilowatt Unit 
SOUTHERN California Edison 
Company announced recently that it 
has filed an application with the Cali- 
fornia Public Utilities Commission 
for authority to construct a fourth 
unit at its Etiwanda steam-electric 
generating station. 

Edison proposes to build another 
310,000-kilowatt generating unit at a 
cost of nearly $37 million, according 
to James F. Davenport, executive vice 
president. He said a “sister” unit— 
tiwanda No. 3—was given PUC ap- 
proval in May and construction has 
now started. 

In its application, Edison said the 
addition would be needed in the fall 
of 1963 because of the rapid increase 
in the use of electric power in South- 
ern California. 

Commercial operation of Unit No. 
3 is scheduled for May, 1963, Daven- 
port said. Given the authority to start 
immediately, Edison expects Unit No. 
4 would be ready for operation in 
October, 1963. 

Edison’s investment in the third 
unit will be approximately $43 mil- 
lion. Adding the estimated $37 million 
for the proposed fourth unit, the total 
investment in the Etiwanda station 
will be more than $123 million. Build- 
ing units three and four almost con- 
currently would result in the substan- 
tial dollar savings indicated by the 
differences in estimated costs, Mr. 
Davenport pointed out. 

The completion of these two new 
units will give Etiwanda a capacity 
of 900,000 kilc atts, generating ca- 
pacity sufficient serve a city with 
a population in excess of one million. 

The Etiwanda generating station is 
located on a 270-acre site near the 
City of Fontana. Other than Edison’s 
experimental nuclear-powered plant 
at Santa Susana, it is the power com- 
pany’s only inland steam generating 
station. Its two initial units, rated at 
125,000 kilowatts each, were put into 
operation in 1953. 

Mr. Davenport noted that the [ti- 
wanda additions are part of Edison's 
record-breaking expansion program 
designed to keep generating capacity 
a step ahead of Southern and Central 
California’s mushrooming use of elec 
tric power. “By year end, 1961, gross 
construction expenditures for the past 
ten years will total more than a bil- 
lion dollars—marking [Edison's bil- 
lion-dollar growth decade,” he con- 
cluded. 








WHAT'S IN 
A TITLE! 


Executives of local utilities 
frequently are assigned respon- 
sibility for management in sev- 
eral diverse areas of operations. 
Are you faced with this problem 
of wearing several hats at one 


time? 


“Community 
Relations 


If so, you and your associates 
will be glad to learn that you 
can obtain a basic understand- 
ing of the non-technical aspects 
of utility operations. 


Write today for information 
about the P.U.R. Guide. Join 
over 240 other gas, electric, 
water and telephone utilities 
which have participated in this 
specifically 


program, created 


for you. 


332 Pennsylvania Bldg. 
Washington 4, D. C. 




















PROCEEDINGS — 
1960 CONVENTION 


AT LAS VEGAS, NEVADA 


NATIONAL ASSOCIATION OF RAILROAD 
AND UTILITIES COMMISSIONERS 





THIS edition contains valuable material on the 
subject of regulation of rates and services of 
public utilities and transportation companies 
including the following: 





Progress in the Regulation, Services, Facilities and Safety of Operation of Public 
Utilities; Valuation; Depreciation; Rates of Transportation Agencies; Study of Rail- 
road Problems; Discussions on the subjects of "Duties and Responsibilities a Public 
Utilities Commissioner"; "Natural Gas Rate Problems"; "The Role of Communica- 
tions in Civil Defense"; “Outlook for Railroad Consolidations and Mergers"; and 
“Current Problems in the Regulation of Air Carriers." This volume contains a com- 
plete transcript of the addresses and committee reports of the 1960 Las Vegas 
meeting. The book is printed and bound in regular book cover. 


Price $10.00 — Approximately 500 pages 





OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
Class A & B—128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more .. $4.50 
Class C—100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more but 
less than $250,000 
Class D—64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 .. 


1958—Uniform System of Accounts for Electric Utilities 
Class A & B—169 pages 
Accounts for utilities having annual electric operating revenues of $1,000,000 or more 
Class C—125 pages 
Accounts for utilities having annual electric operating revenues of $150,000 or more 
but less than $1,000,000 
Class D—59 pages 
Accounts for utilities having annual electric operating revenues of less than $150,000 


1958—Uniform System of Accounts for Gas Utilities 
Class A & B—212 pages 
Accounts for utilities having annual gas operating revenues of $1,000,000 or more .. 
Class C—130 pages 
Accounts for utilities having annual gas operating revenues of $150,000 or more but 
less than $1,000,000 
Class D—60 pages 
Accounts for utilities having annual gas operating revenues of less than $150,000 .. 


1958—Regulations Governing the Preservation of Records of Electric, 
Gas and Water Utilities 


1957—Telephone Separations Manual (Revised October, 1957) 


Depreciation: 
1943-1944 Reports of the Committee on Depreciation. A comprehensive and complete 
analysis of the problems of depreciation on public utility regulation 
1946—Methods of Pricing Retirements from Group Property Accounts 
1948—Half Cycle Methods of Estimating Service Life 
1948—Letter Symbols for Mathematics of Depreciation 
1960—Report of Committee on Depreciation 


(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 
UTILITIES COMMISSIONERS 
P. O. Box 684 Washington 4, D. C. 


—— =“ 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, accountants, rate ex- 
perts, consultants, and others equipped to serve utilities in all 
matters relating to rate questions, appraisals, valuations, special 
reports, investigations, financing, design, and construction. 








AMERICAN 
SUPPORTABLE EVIDENCE APPRAISAL 


For whatever purpose, American Appraisal provides COMPANY 
authoritative valuations and experienced interpretation SINCE 1896 


that is generally acceptable throughout the world. Home Office: 525 E. MICHIGAN ST. 
MILWAUKEE 1, WISCONSIN 








|=} =f od ag | Ba ote] iife]. 7 vale), | 
TEL Engineers and Builders for /naustry 
pect 


ENGINEERING - CONSTRUCTION - MANAGEMENT 
Studies » Reports +» Design » Procurement 
SAN FRANCISCO - Los Angeles - New York - Houston 





BLACK & VEATCH 
CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 

A Division of H. Zinder & Associates, Inc. 
80 Pine Street 724 Ninth Street, N.W. 
New York 5, N. Y. Washington 1, D. C. 


Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 














BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design @ Research and Development @ Construction @ 
Electric, Steam and Hydro Plants @ Aeronautical and Missile 
Facilities @ Surveys @ Nuclear, Chemical and Industrial Plants @ 
Transmission @ Distribution @ Reports 
160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Washington, D, C. = Hempstead, L. |. * Santa Monica, Calif. 
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(continued) 





SERVICES INC, Management and Business Consultants 


l h 300 Park Ave., New York 22, N. Y.. MUrray Hill 8-1800 
Commonwealt : See Se, teenies 2, Ss, Glee Sah 
1612 K Se, N.W., Washington 6, D. C., STerling 3- 3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STace 4-6111 








DAMES & MOORE 
Consultants in Applied Earth Sciences 


Subsurface investigations for foundations, groundwater, and subsurface structures. Air pheto 
geological, and geophysical investigations for pipeline and transmission line routes. Geological- - 
geophysical-soil mechanics investigations for recovery and use of marginal land, and for dam ; 
design and construction. 


ATLANTA CHICAGO HONOLULU HOUSTON LOS ANGELES 
NEW YORK PORTLAND SALT LAKE CITY SAN FRANCISCO SEATTLE 








DAY & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 








LP-gas 
peak shaving 


EMPIRE GAS and stand-by 
plants for 
ENGINEERING CO. —_s 
P.O. Box 1738. + industry 
. + design 
Atlanta 1. Georgia » tanstrustion 





F2 Ford, Bacon & Davis 


BaD 
Dk VALUATION En ineccrs CONSTRUCTION 
REPORTS ie) $ RATE CASES 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 








FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems © Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 403 EMPIRE BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA CALGARY, ALBERTA 











Francisco & JAcosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New Yore WESTBURY CLEVELAND 
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GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS | 
PENNSYLVANIA STATION - NEW YORK 1, N. Y. 











GILBERT ASSOCIATES, INC. 


ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
‘FOUNDED 1906 READING, PA. 


WASHINGTON ° NEW YORK 








W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. ¥. 








HARZA ENGINEERING COMPANY 


Consulting Engineers 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


— 400-West- Madison Street Chicago 6, -IHinois 








JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Theatre Building Ann Arbor, Michigan NOrmandy 8-7778 








Spe huljian lopovalion 
ENGINEERS e CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








N. A. LOUGEE & COMPANY 


Engineers and Consultants 


RATE CASES—APPRAISALS- —DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 


120 Broadway New York 
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CHAS. T. MAIN, Inc. 


BOSTON, MASSACHUSETTS THERMAL AN . 3 PLANTS 
CHARLOTTE, NO. CAROLINA « POWER TRANSMISSION AND DISTRIBUTION 





Pioneer Service & Engineering Co. 


PUBLIC UTILITY ra SPECIALISTS IN 
CONSULTING & \ ACCOUNTING, FINANCING, 


DESIGN ENGINEERS \ RATES AND DEPRECIATION 


231 SOUTH LA SALLE ST. CHICAGO 4 








moans: 
Special Operating Studies 


[Penning nd Design A p | \ \ | \ roles oo 


1025 Connecticut Ave., N.W., Washington 6. D.C. 
61 Broadway, New York 6, N_Y. 


Reports for Financing 
Economic Studies 
Regulatory Representation 





CONSTRUCTION ° REPORTS 
SURVEYS 


NEW YORE NEW YORK 


SANDERSON & PORTER 
S&P 











HOTTA eee 
SARGENT & LunpDy 
ENGINEERS 


| 
Consultants to the Power Industry = 
fi 


@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, ill. 


Ae 





STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return © Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies ® Property Records 


345 Hudson Sx. Watkins 4-6400 New York 14, N. Y. 


STONE & WEBSTER ENGINEERING CORPORATION, 
DESIGN * CONSTRUCTION «+ REPORTS 
APPRAISALS + EXAMINATIONS 
CONSULTING ENGINEERING 


NEW YORK, 90 Broad Street BOSTON, 49 Federal Street 
Chicago Houston SanFrancisco LosAngeles Seattle Toronto [or 114-182 
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UNITED ENGINEERS 


& Constructors Inc. * U.E.&C. (Canada) Ltd. 
New York e Philadelphia e Chicago 


Designers, construction engineers, and engineering consultants 








s & 
Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 

DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 

REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 

CONSTRUCTION COSTS 

1204 ST. PAUL STREET BALTIMORE 2, MARYLANO 








Jackson & Moreland, Inc. 


BURNS & McDONNELL Jackson pl enter ——_. Inc. 


ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 


4600 E. 63rd St. Trafficway UTILITY, INDUSTRIAL _AND_ ATOMIC PROJECTS 
SURV TTS APPRAISALS “REPOnTs 


Kansas City 41, Missouri EMOMNICAL, PURLICATION 
BOSTON — WASHINGTON —~ NEW YORK 





Engineers-Architects-Consultants 











EARL L. CARTER MINER AND MINER 


Consulting Engineer CONSULTING ENGINEERS 
REGISTERED IN INDIANA, NEW YORK, OHIO, INCORPORATED 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY GREELEY, COLORADO 

Public Usility Jee Reports and 
riginal Cost Studies ; Littleton, Colorado 
Tucson, Arizona Phoenix, Arizona 


910 Electrie Building Indianapolis, Ind. 














COFFIN & RICHARDSON, INC. A. S. SCHULMAN ELECTRIC Co. 


CONSULTING ENGINEERS Electrical Contracting Engineers 


Appraisals and Valuations For Regulatory, founded 1890 
Tax, and Other Purposes PowER STATION—INDUSTRIAL— 


Rate Case Preparation—Cost of Service Studies COMMERCIAL—TRANSMISSION LINES— 


Original Cost and Depreciation Studies DISTRIBUTION 
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New steam-gas cycle= 





General Electric 
Turbine-Generators 
Help Keep 


Power Costs Low 


Steam turbine-generators Steam turbine-generators Gas turbines for peoking, 


for large blocks of power 100,000 kw and lower base load, combined cycles 





4% gain j 
generaiin 
efficiency 





Oklahoma Gas and El: tric Cg 
is pioneering the firs large g 
gas turbine-generator »mbined 
installation. 

This utility has alrec y logy 
years of successful ope: tion wit 
General Electric gas tur]. es in its 
Isle Generating Station. 


Destined for OG&E’s } ‘orseshoe 
Station, the new 237,000. <ilowatt s 
gas cycle addition will be placed in 
ice in 1963. Its maxim:m design 
ciency will be 4% better than ae 
rable conventional steam cycle. Re 
the dual role of the gas turbine, 

First, the gas turbine supplies p 
for its own generator. With 1600 
let temperature it develops 26,450 
watts. 

And second, its exhaust gases pr 
high-temperature combustion a 
the boiler supplying its steam t 
partner. 

The gas turbine can be used ince 
nation with a steam turbine rega 
of steam conditions. Through ‘ 
temperature topping” it boosts 
performance of the entire plant b 
creasing the maximum ‘>mperatu 
which power is generated. 

Gas burning combine:|-cycle 
plants employ conventi»nal gas 
bines, steam turbines, anc: boilers 4 
able today . . . to help duce the 
of power generation. 


Progress ls Our Most Impor nt Prodvd 
GENERAL @@ E’ ECTRI 






